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EDITORIAL 


On  Being  Wise 

In  soliciting  students  for  the  case  study  course  in  Real  Estate  Manage¬ 
ment,  a  member  of  the  Institute  had  occasion  to  suggest  to  a  certain  man.- 
agement  firm  executive  that  one  or  two  of  his  men  be  enrolled  in  the  school. 
His  reply  was  something  like  this;  "We  don't  need  to  send  our  men  to  a 
property  management  school.  We  know  all  about  management.  What  we 
want  to  know  is  how  to  get  new  business.  We  just  can't  seem  to  sell  our 
service  as  well  as  we  should." 

There  is  a  tendency  among  property  managers  to  feel  that  their  knowl¬ 
edge  of  property  management  is  complete,  that  their  organization  re¬ 
quires  no  further  perfection.  But  these  same  property  managers  wonder 
why  some  other  fellow  is  constantly  getting  new  business,  constantly  en¬ 
larging  his  organization. 

Knowledge  is  the  most  powerful  weapon  available  to  men  in  any  busi¬ 
ness.  When  industriously  applied  it  inevitably  results  in  the  accrual  of  good¬ 
will  to  the  business  of  those  who  have  it.  It  is  dangerous  ever  to  feel  you 
know  all  there  is  to  know  about  a  subject,  especially  when  recognized  leaders 
in  the  field  agree  that  the  science  of  the  particular  subject  is  in  its  infancy. 

The  minute  a  firm  or  its  executives  feel  that  they  are  complete  masters 
of  the  science  of  property  management — at  that  minute  will  that  firm  and 
its  executives  start  on  the  down-grade  because  some  other  firm  and  some 
other  executive  at  the  same  time  will  be  alert  to  opportunities  for  additional 
knowledge  and  the  consequent  benefits  therefrom. 
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Building  a  Management  Business  Through 

Advertising 


By  Jim  Seaton 


SOME  few  weeks  before  I  was  asked  to 
expound  my  ideas  on  advertising  I 
talked  with  a  number  of  Realtors 
about  their  management  business.  I  heard 
enthusiastic  recitals  of  efficiency,  of  scien¬ 
tific  maintenance,  of  completely-equipped 
testing  laboratories,  of  newly  devised,  mis¬ 
take-proof  auditing  systems,  of  special 
schooling  of  personnel  in  all  phases  of  the 
business;  of  separate  bank  accounts  to 
guarantee  safety  of  owners’  funds,  of 
monthly  inspection  service,  of  comprehen¬ 
sive,  analytical  monthly  reports  to  owners, 
of  special  care  and  selection  of  tenants,  of 
greater  economy  and  upkeep,  of  modern, 
up-to-the-minute  collection  systems,  of 
counsel  on  finance  and  remodeling,  and  va¬ 
rious  other  means  by  which  owner  and 
tenant  benefit  as  a  result  of  today’s  meth¬ 
ods  of  management. 

I  was  given  detailed  explanation  and 
saw  no  end  of  specifications,  charts, 
graphs,  regulations  and  whatnot.  I  was 
informed  of  sales  plans,  of  periodic  sales 
meetings,  of  systematic  “follow-up,”  etc., 
but  I  heard  nothing  at  all  about  advertis¬ 
ing.  Apparently,  therefore,  this  great 
force  still  remains  the  “forgotten  power” 
of  the  real  estate  industry — a  deplorable 
condition  which  has  made  it  “soft  picking” 
for  your  greatest  competition — automo¬ 
biles,  stocks,  bonds,  and  insurance.  At 
this  point  you  may  feel  that  the  extent  of 
the  purchase  of  the  commodities  just  men¬ 


tioned  has  little  or  no  effect  upon  the  man¬ 
agement  business,  but  indirectly  it  has  a 
very  great  and  far-reaching  effect.  It 
means  that  the  investment-minded  public 
— individuals  and  corporations — are  giv¬ 
ing  no  consideration  at  all  to  the  utilization 
of  their  funds  in  the  purchase  of  real 
estate.  For  that  reason  erection  of  new 
properties  which  are  sorely  needed  is  at  a 
standstill. 

General  publicity  and  advertising,  in¬ 
telligently  employed,  is  as  vital  and  neces¬ 
sary  to  the  continued  success  of  property 
management  as  it  is  to  any  other  business, 
and,  if  you  look  at  your  business  in  terms 
of  the  future,  you  must  give  serious 
thought  to  the  matter  of  advertising.  To 
snub  this  potent  selling  force  is  dangerous. 
In  these  days  of  scientific  merchandising 
it  is  worse  than  that — it  is  next  to  com¬ 
mitting  industrial  suicide. 

The  foregoing  remarks  carry  no  deroga¬ 
tory  meaning.  Not  at  all.  I  do  not  mean 
to  imply,  even  slightly,  that  the  industry 
generally  does  not  appreciate  the  value  of 
advertising  or  that  it  has  completely 
ignored  this  major  function  of  business. 
Certain  management  firms  have  carried 
out  intelligent,  business-building  advertis¬ 
ing  programs  and,  having  discovered  the 
inestimable  benefits  to  be  gained,  those 
firms  not  only  continue  to  advertise  but 
are  gradually  increasing  their  appropria¬ 
tions  therefor. 
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Limitless  effort  and  untiring  energy  has 
been  spent  in  propounding,  perfecting, 
and  putting  into  operation  sound  scien¬ 
tific  principles  of  property  management 
to  make  this  branch  of  the  real  estate  busi¬ 
ness  that  which  can  safely  be  termed  the 
most  dependable  and  consistently  profit¬ 
able  of  the  entire  industry.  You  have  ac¬ 
quired  efficiency  and  bigness.  The  man¬ 
agement  business  today  is  on  a  par  with 
other  great  industries.  You  have  done  a 
remarkable  job,  but  in  doing  so  the  point 
has  been  reached  where  advertising  must 
be  reckoned  with. 

A  tendency  for  over-crowding  in  the 
management  field — a  sort  of  running-out 
of  “ontras”  and  “special  contracts,”  cou¬ 
pled  with  a  decided  lack  of  available  build¬ 
ings  which  do  not  already  carry  the  label 
of  some  management  firm,  demands  a  rad¬ 
ical  revision  of  the  selling  program  of 
today.  Perhaps  you  do  not  realize  it,  but 
don’t  overlook  the  fact  that  concerns  who 
may  now  enjoy  a  dominant  position  in 
their  field  can  easily  lose  that  position  if 
they  are  slow  to  recognize  and  unable  to 
cope  with  a  growing  and  aggressive  com¬ 
petition. 

The  fact  that  property  management  has 
had  little  advertising  assistance  and  yet 
enjoyed  a  remarkable  progress  speaks 
well  for  the  past,  but,  strange  as  it  sounds, 
bodes  ill  for  the  future.  It  is  now  a  case 
of  proving  the  superiority  of  your  service 
— of  educating  both  owner  and  tenant  to 
the  benefits  to  be  gained  in  dealing  with 
your  firm,  and  now,  as  always,  advertising 
provides  the  shortest  cut  to  that  objective. 
Thus  advertising  in  the  management  busi¬ 
ness  rises  to  an  importance  it  has  never 
enjoyed  before. 

A  Changed  Condition 

Contrary  to  the  common  belief  no  one 
firm  today  has  a  corner  upon  the  knowl¬ 


edge,  the  energy,  or  ability  required  to 
properly  and  efficiently  manage  property. 
The  little  fellow  and  the  in-between  con¬ 
cern  are  on  the  firing  line,  too,  and  to¬ 
gether  they  have  become  important  fac¬ 
tors  in  the  management  industry.  The 
buildings  they  control  plus  the  buildings 
in  the  hands  of  the  larger  organizations 
just  about  account  for  all  the  worthwhile 
properties  available.  So,  until  erection  of 
new  properties  enlarges  the  present  field 
of  prospects,  the  fight  for  new  business  is 
just  a  case  of  effecting  a  transfer  of  man¬ 
agement  from  one  firm  to  another. 

Conditions  have  changed.  To  procure 
the  management  of  a  property  is  not  quite 
as  simple  as  it  was  a  few  years  ago.  To 
hold  the  property  after  you  get  it,  to  keep 
the  owner  or  owners  sold  on  your  organ¬ 
ization,  is  not  so  simple  either.  Pressure  ^ 
from  all  sides — from  big  firms  and  small  j 
ones,  unexpected  reorganizations,  and 
changes  in  ownership  constantly  threaten 
to  relieve  you  of  anything  from  a  single 
building  to  an  entire  group  of  properties. 

Competition  in  its  keenest  sense  has  en¬ 
tered  the  field  of  property  management 
Everything  heretofore  included  in  the 
sales  program  must  be  enlarged  upon. 
More  aggressiveness,  more  intensive  sales¬ 
manship  and  more  advertising  must  be 
done.  Advertising  lubricates  the  gears  of 
all  sales  activities ;  it  is  a  bodyguard  as-  j 
signed  to  protect  and  guarantee  safe  pas¬ 
sage  to  the  desired  objective — more  busi¬ 
ness. 

Planning  Management  Advertising 

To  employ  advertising  advantageously,  ! 
to  get  results,  depends  upon  wise  planning  ^ 
just  as  much  as  does  the  effective  use  of  I 
personal  salesmanship.  Without  plans,  I 
without  a  concrete  idea  of  what  you  are  I 
going  to  do,  and  how  you  are  going  to  do  j 
it,  the  application  of  advertising  would  J 
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prove  to  be  a  hit-or-miss  affair  accomplish¬ 
ing  little  if  anything  at  all  in  the  desired 
results.  Careful  planning,  as  always,  is 
essential  to  sound  administration. 

Not  alone  in  the  real  estate  business, 
but  in  other  businesses  as  well,  the  ele¬ 
ment  of  planning  in  the  administration  of 
advertising  is  lacking.  This  situation, 
however,  is  not  to  be  wondered  at  because 
advertising  in  its  popular  use  is  a  rel¬ 
atively  recent  development,  and  because  it 
involves  many  technicalities  such  as  lay¬ 
out,  display,  copy,  engravings,  selection  of 
mediums,  etc.,  with  which  the  average 
management  firm  has  had  little  experience. 
A  considerable  amount  of  time  and  study 
is  required  to  acquire  a  clear  understand¬ 
ing  of  the  science  of  advertising,  and, 
since  only  a  few  firms  have  found  it  con¬ 
venient  or  practical  to  expend  this  effort, 
it  is  either  a  case  of  advertising  just 
enough  to  keep  pace  with  competition  or 
plunging  into  an  advertising  spree  expect¬ 
ing  nothing  short  of  miraculous  results. 

The  management  firm  who  would  use 
advertising  sanely  to  build  prestige  and 
impress  property  owners  and  tenants  with 
the  integrity  and  value  of  its  service  will 
do  well  to  make  the  effort  to  gain  an  un¬ 
derstanding  of  the  various  types  and  tech¬ 
nicalities  of  advertising  and  a  sound  idea 
of  what  advertising  may  be  expected  to 
accomplish  in  selling  management  service. 

That  which  follows  does  not  offer  a 
specific  advertising  program ;  it  only  sug¬ 
gests  and  attempts  to  show  how  to  em¬ 
ploy  the  advertising  mediums  best  suited 
to  effective  promotion  of  the  management 
industry. 

The  First  Objective 

Advertising  as  applied  to  the  manage¬ 
ment  business  should  be  employed  in  or¬ 
der  to  accomplish  two  things :  first,  as  a 
means  to  procure  management  of  prop¬ 


erties  ;  and  second,  as  a  means  to  procure 
reliable  tenants  for  those  properties. 

A  well-conceived  campaign  to  include 
these  two  distinct  and  vitally  important 
phases  of  management  advertising,  care¬ 
fully  coordinated  with  the  sales  program, 
affords  a  positive  means  of  gaining  and 
holding  a  position  of  leadership. 

We  will  first  concern  ourselves  with  ad¬ 
vertising  as  an  aid  in  selling  the  quality 
and  value  of  our  service,  of  creating  good 
will  and  building  confidence,  of  keeping 
all  property  owners  constantly  aware  of 
the  benefits  to  be  gained  in  dealing  with 
us.  In  so  doing  we  shall  utilize  advertis¬ 
ing  in  the  capacity  which  represents  one 
of  the  most  far-reaching  purposes  to 
which  it  can  be  dedicated,  that  of  having 
its  product  or  service  recognized  as  the 
foremost  in  its  field. 

The  type  of  advertising  referred  to  is 
known  as  institutional  advertising  and  ap¬ 
peals  directly  for  immediate  inquiries  and 
also  indirectly  for  future  inquiries.  Such 
advertising  does  not  aim  to  rent  or  sell  in 
a  direct  sense  but  merely  to  create  a  repu¬ 
tation  for  the  advertiser.  It  dwells  upon 
the  firm,  its  record,  its  services,  its  per¬ 
sonnel  and  methods  of  operation.  Through 
repetition,  institutional  advertising  ac¬ 
quaints  the  public  with  the  name,  trade¬ 
mark  identification,  the  nature  of  the  busi¬ 
ness  and  the  advantages  of  dealing  with 
a  particular  firm.  Finally,  the  mention 
of  the  firm  name  or  its  appearance  in  an 
advertisement  brings  to  mind  what  has 
been  seen  time  and  again,  thus  creating 
an  impression  which  will  cause  people  to 
think  of  that  firm  and  call  upon  it  directly 
whenever  they  are  in  the  market. 

Under  the  present  system,  with  fees  for 
management  more  or  less  uniform,  insti¬ 
tutional  advertising  is  especially  adapt¬ 
able.  Common  sense  leads  to  the  assump¬ 
tion  that  the  prospective  property  owner 
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is  quite  apt  to  place  his  holdings  with  that 
organization  which  has  impressed  him 
most  favorably.  Institutional  advertising 
is  an  instrument  for  securing  both  pres¬ 
ent  and  future  business  and  gives  an  in¬ 
dividuality  and  prestige  to  the  advertiser 
seldom  attained  through  any  other  form 
of  advertising. 

Institutional  advertising  can  be  effec¬ 
tively  carried  out  in  various  forms.  First, 
and  of  great  value,  are  news  stories,  the 
subject  matter  for  which  might  dwell  upon 
a  newly  devised  activity,  a  civic  movement 
which  the  firm  sponsors,  a  story  on  low- 
cost  hotel  or  apartment  remodernization, 
or  any  one  of  innumerable  other  subjects 
which  could  be  considered  interesting 
reading.  Local  newspaper  editors  are  al¬ 
ways  looking  for  items  of  news  value  for 
the  real  estate  page  and  will  welcome  con¬ 
tributions  of  Realtors  interested  in  this 
form  of  publicity. 

Next  we  will  consider  display,  which 
includes  advertising  placed  in  the  so-called 
class  publication,  the  trade  publication, 
the  general  magazine  and  the  newspaper. 
Each  of  these  publications  cover  a  specific 
field  and  under  certain  circumstances  all 
of  them  can  be  used  to  advantage.  News¬ 
paper  display,  however,  is  most  commonly 
used  and,  while  by  far  the  most  expensive, 
it  affords  the  advantage  of  reaching  the 
greatest  number  of  people  in  the  shortest 
possible  time.  Done  spasmodically,  news¬ 
paper  display  advertising  is  worth  little 
or  nothing,  but  used  consistently  through¬ 
out  the  year,  the  business  returns  and 
added  prestige  which  accrue  to  the  adver¬ 
tiser  more  than  offset  the  dollars  and  cents 
cost. 

Newspaper  display  has  never  consist¬ 
ently  been  a  part  of  the  Realtor’s  advertis¬ 
ing  program  and  for  that  very  reason  the 
display  advertisement  of  a  real  estate  firm 
has  less  competition  to  meet.  It  stands 


out  in  the  newspaper  like  a  lighthouse  and, 
if  well  done,  it  will  win  the  reader’s  atten¬ 
tion  over  competing  advertisements  in¬ 
cluded  in  the  same  issue  of  the  newspaper. 

Direct  Mail  Advertising 

The  preparation  and  mailing  of  letters, 
folders,  descriptive  booklets,  house  or¬ 
gans,  blotters,  mailing  cards,  and  bro¬ 
chures  direct  to  specific  prospects  affords 
unlimited  opportunities  to  do  a  splendid 
job  of  institutional  selling  at  the  lowest 
possible  cost.  Unlike  newspaper  adver¬ 
tising,  direct  mail  is  personal,  selective, 
and  flexible ;  it  is  the  one  advertising  me¬ 
dium  whose  circulation  is  entirely  within 
the  control  of  the  advertiser ;  it  is  the  only 
form  of  advertising  in  which  the  adver¬ 
tiser  knows  in  advance  that  his  message 
is  sure  to  be  placed  directly  in  the  hands 
of  the  very  individuals  or  corporations  he 
wishes  to  contact. 

For  some  unaccountable  reason  direct 
mail  advertising,  like  nearly  all  others, 
with  the  possible  exception  of  “classified,” 
has  been  almost  forgotten  by  the  real  es¬ 
tate  interests.  It  is  used  to  an  extent,  yes, 
but  when  it  is  used  the  tendency  is  to 
economize,  to  get  the  job  produced  as 
cheaply  as  possible,  to  shy  from  art  work 
and  worthwhile  advertising  counsel,  and 
in  the  end  to  produce  a  piece  of  literature 
not  worthy  of  the  object  it  seeks  to  attain. 

The  opportunities  for  business  building 
institutional  advertising  via  direct  mail 
are  without  end  in  variation  and  number. 
Whether  you  start  with  a  letter,  a  simple 
blotter  or  leaflet,  an  elaborate  brochure  or 
house  organ,  you  can  depend  upon  this 
form  of  advertising  to  produce  results 
if  it  is  used  wisely  and  consistently.  The 
quality  and  attractiveness  of  the  piece  to 
be  mailed  is  of  great  importance,  but  if 
the  list  of  names  to  whom  it  is  to  be  ad¬ 
dressed  has  not  been  compiled  in  the  most 
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accurate  manner,  outstanding  as  the  piece 
might  be,  it  won’t  get  to  first  base  as  far 
as  results  are  concerned.  And,  unless  you 
make  up  your  mind  to  mail  consistently — 
week  in  and  week  out  throughout  the  year 
—time  and  effort  in  creation  and  produc¬ 
tion  by  the  most  able  advertising  firms 
using  lists  procured  by  personal  canvass, 
checked  and  double-checked,  wouldn’t 
mean  anything.  The  mailing  would  “flop.” 

Regular  mailings  should  be  made,  the 
oftener  the  better,  and  any  real  direct  mail 
program,  planned  along  institutional  lines, 
should  continue  without  interruption 
throughout  the  year.  A  direct  mail  cam¬ 
paign  to  sell  a  specific  property  or  to  rent 
one  is  something  else  and  is  not  at  the 
moment  being  considered. 

My  suggestion  to  management  firms  as 
a  means  of  getting  maximum  results  from 
direct  mail  advertising  at  the  lowest  pos¬ 
sible  cost  is  first,  to  have  prepared,  to  is¬ 
sue  and  mail,  bi-monthly  or  monthly,  to 
individual  property  owners,  executives  of 
insurance  companies,  banks,  estates  and 
trusts,  a  well-prepared,  interest-awaken¬ 
ing  house  organ.  This  piece,  which  may 
be  a  single  sheet  or  in  booklet  form,  should 
point  out  the  efficiency  of  the  firm  devel¬ 
opments  of  the  industry,  articles  from 
prominent  men  within  and  without  the  in¬ 
dustry,  factual  material,  illustrations,  etc. 
Advertising  of  this  type  has  a  lasting  value 
and  in  the  instances  of  many  of  our  now 
outstanding  industrial  successes,  it  is 
credited  as  being  one  of  the  most  potent 
of  all  selling  factors. 

Second,  the  publication  of  a  quality 
booklet  is  suggested,  giving  the  history  of 
the  organization,  the  type  of  properties 
handled,  methods  of  operation,  facilities 
of  branches,  if  any,  photographs  and  rec¬ 
ord  of  personnel — a  booklet  to  contain  in 
logical  sequence  everything  pertaining  to 
the  science  of  property  management  as 


it  applies  to  your  firm.  A  booklet  of  this 
kind  is  not  intended  for  distribution 
through  the  mail  but  in  certain  instances 
in  dealing  with  out-of-town  owners  it 
would  be  a  valuable  enclosure.  The  sales¬ 
man  should  present  this  booklet  person¬ 
ally  and,  if  his  selling  job  has  been  well 
done,  the  booklet  will  be  read,  thus  adding 
weight  to  the  salesman’s  arguments  and 
prestige  to  the  firm  whose  name  it  bears. 

Window  display  advertising  merits 
serious  consideration  because  there  is  no 
form  of  advertising  which  attracts  more 
interest  and  creates  more  favorable  com¬ 
ment  than  a  well  put  up  window  display. 
Offices  located  on  the  ground  floor  can 
gain  considerable  advertising  value  by  ar¬ 
ranging  window  displays  featuring  edu¬ 
cational  material,  explanation  of  service, 
drawings,  pictures  of  specific  properties, 
etc. 

A  window  presentation  of  a  worthwhile 
idea,  presenting  a  different  part  of  the 
story  with  new  illustrations  and  new  copy 
weekly,  or  more  frequently  if  possible,  is 
worth  its  weight  in  gold,  but  a  miscel¬ 
laneous  assortment  of  showcards,  photo¬ 
graphs,  window  streamers  and  whatnot 
isn’t  worth  the  time  it  takes  to  get  the 
stuff  together. 

Outdoor  advertising  mediums  which 
consist  of  posters,  bulletins,  painted  or 
lithographed  property  signs  and  electric 
signs  also  afford  excellent  means  for  ad¬ 
vertising  institutionally.  Any  message 
which  does  not  require  frequent  changing 
is  particularly  adaptable  to  outdoor  me¬ 
diums  which  in  recent  years  have  been  ex¬ 
tensively  used  by  the  real  estate  industry. 

Institutional  advertising  presents  a  tre¬ 
mendously  fertile  field  to  those  who  will 
go  about  using  it  intelligently.  It  is  the 
art  of  endeavoring  to  show  that  your  firm 
is  a  living,  human,  integral  part  of  the 
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community  or  city  in  which  you  operate. 
It  pays  handsomely  but  it  takes  time. 

The  Second  Objective 

We  will  now  consider  the  application  of 
advertising  to  the  management  business 
for  the  purpose  of  renting  and  keeping 
rented  the  properties  we  manage. 

Cldssified  advertising  has  long  been  the 
most  widely  used  form  of  advertising  for 
the  rental  of  homes,  apartments,  office 
buildings,  and  business  properties,  and 
there  are  many  firms  who  have  gotten 
splendid  results  through  the  classified 
columns.  Classified  advertising  is  a  sort 
of  pet  with  Realtors  because  it  is  easy  to 
prepare,  because  its  use  is  so  flexible,  and 
because  results  from  it  can  be  traced  to 
very  dollar  expended.  They  forget  that 
it  is  difficult  to  read  and  that  each  ad  is 
immediately  thrown  into  competition  with 
hundreds  of  other  similar  ads.  And, 
where  heretofore  poorly  written  classified 
ads  have  had  their  day,  it  is  no  longer  wise 
to  entrust  the  construction  of  these  ads  to 
amateurs. 

Rental  advertising  divides  itself  into 
tw’o  classes — the  advertising  of  apart¬ 
ments  and  the  advertising  of  homes.  The 
apartment  in  most  metropolitan  centers 
is  by  far  the  most  prevalent  and  for  that 
reason  the  modernism  of  rental  advertising 
has  been  devoted  to  the  apartment  almost 
exclusively.  In  this  day  and  age  of  high 
taxes  and  operating  costs  the  battle  for 
tenants  demands  employment  of  the  most 
modern  business  methods  on  the  part  of 
the  management  firms.  Since  classified 
advertising  affords  a  quick  means  of  pre¬ 
senting  their  offerings  to  the  greatest 
number  of  people,  the  timely  insertion  of 
classified  ads  in  the  leadings  newspapers 
has  become  a  regular  routine  of  the  man¬ 
agement  office.  The  success  obtained  from 
the  classified  columns  depends  not  alone 


upon  the  timeliness  or  quality  of  the  ad; 
it  depends  also  and  to  a  very  large  extent 
upon  the  ability  of  the  firm  to  handle  the 
inquiries  promptly  and  courteously. 

Display  advertising  as  applied  to  rent¬ 
als  does  not  figure  very  prominently.  In 
the  case  of  newspapers  of  wide  circula¬ 
tion  the  cost  is  much  more  than  the  aver¬ 
age  apartment  can  stand,  but  in  neigh¬ 
borhood  publications,  class  magazines  of 
small  circulation,  theatre  programs,  club 
papers,  etc.,  there  is  a  certain  amount  of 
display  advertising  carried.  Only  the 
most  expensive  apartments  and  fine  homes 
lend  themselves  to  the  profitable  use  of 
the  display  medium.  For  such  properties 
it  is  highly  desirable  and  effective.  Ad¬ 
vertisements  wherein  a  picture  of  the 
property  is  prominently  set  out  are  not  at 
all  uncommon. 

The  pulling  power  of  display  advertis¬ 
ing,  particularly  that  placed  in  neighbor¬ 
hood  magazines  and  community  news¬ 
papers,  is  considered  by  some  to  be  greater 
than  that  of  straight  classified  in  the 
daily  papers  because  the  local  mediums 
remain  in  hands  of  the  reader  over  a 
longer  period  of  time.  Such  advantage, 
if  it  does  exist,  is  questionable. 

Direct  mail  advertising  as  in  the  case 
of  institutional  promotion  has  become  a 
powerful  factor  in  publicizing  the  Realtor 
and  acquainting  prospects  with  the  size, 
accommodations,  location,  and  price  of 
available  apartments.  It  is  inexpensive, 
positive,  timely,  and  direct.  It  places  the 
sales  message  exactly  where  you  want  it 
when  you  want  it;  it  commands  attention 
because  it  is  personal.  Direct  mail  pro¬ 
duces  results  wffiere  other  mediums  of  ad¬ 
vertising  fail  because  it  is  highly  selective, 
solicitation  being  directed  only  to  those 
whom  the  advertiser  knows  to  be  live 
prospects. 

Mailing  campaigns  for  furnished  and 
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(unfurnished  apartments,  apartment  ho¬ 
tels  and  residences,  are  now  quite  com¬ 
mon.  They  consist  usually  of  six  to  ten 
illustrated  brochures,  folders,  or  letters, 
and  are  mailed  at  intervals  of  not  to  ex¬ 
ceed  one  week.  The  first  mailing  for 
spring  and  fall  renting  is  made  early  in 
February  and  June,  respectively.  Lists, 
to  be  of  any  value,  must  be  obtained  by 
personal  canvass  and  because  of  the  time 
required  to  get  them  many  firms  start 
building  revised  lists  immediately  after 
the  close  of  each  renting  season. 

I  Rental  literature  is  mailed  as  first  or 
]  second  class  matter  or,  if  the  list  is  large 
j  enough,  under  the  bulk  permit  rate  of  Ic. 
I  The  matter  of  postage,  however,  should  be 
^  governed  by  the  type  of  apartment  being 
I  presented  and  the  quality  and  style  of  the 
I  piece  to  be  mailed. 


Conclusion 

Instead  of  shying  from  advertising,  or 
mistreating  it,  either  through  over-use  or 
under-use,  realtors  should  look  upon  ad¬ 
vertising  as  a  continuous  selling  activity 
because  that’s  exactly  what  it  is;  they 
should  realize  that  selling  and  advertising 
are  interdependent  and  that  each  suffers 
if  the  other  is  slighted. 

What  the  future  holds  would  be  foolish 
to  prophesy,  but  it  is  my  guess  that  the 
management  firm  that  doesn’t  appreciate 
the  value  of  advertising  and  refuses  to 
employ  it,  henceforth,  is  destined  to  learn 
at  great  cost  that  the  selling  problem  of 
the  management  business  today  demands 
what  every  other  successful  business  en¬ 
terprise  sees  fit  to  employ — advertising. 


Trust  Mortgages 

By  Samuel  Goldenberg 


The  history  of  the  trust  mortgage  is 
interwoven  with  the  history  of  rail¬ 
road  development.  It  is  a  story  of  a 
phase  of  the  law  that  began  only  a  little 
over  a  century  ago  when  the  Mohawk  & 
Hudson  Railroad  was  incorporated  under 
the  laws  of  New*  York.  It  was  not  until 
1857  that  the  highest  court  of  New  York, 
in  the  case  of  Curtis  v.  Leavitt,  15  N.  Y.  1, 
stated : 

“Corporations,  along  with  their  specific 
powers,  had  the  right  to  issue  bonds  or  notes 
when  no  prohibitory  or  restraining  statute  is 
violated  and  the  purpose  or  occasion  of  mak¬ 
ing  them  is  lawful.” 

This  case,  however,  did  not  authorize 
corporations  to  execute  any  liens  or  mort¬ 
gages  upon  any  public  franchises  that  they 
had  received  from  the  state.  The  legisla¬ 
tors  of  the  eastern  states  approached  this 
problem  with  considerable  caution,  and  it 
was  not  until  the  general  railroad  acts 
were  passed  that  power  was  given  to  cor¬ 
porations  to  mortgage  their  property  and 
franchises  to  secure  the  payment  of  debts 
contracted  by  the  corporations,  either  for 
the  purpose  of  completing  or  finishing  or 
operating  their  railroad. 

The  New  York  &  Erie  Railroad  issued  a 
so-called  second  mortgage  or  a  deed  of 
trust  in  1849  to  John  J.  Palmer  and  others 
as  Trustees.  This  mortgage  granted  to 
the  trustees  of  the  railroad  all  of  the  ap¬ 
purtenances  of  the  company  “now  owned 
*  ♦  *  or  which  shall  hereafter  be  owned,” 
but  subject  to  a  $3,000,000  lien  given  to 
the  state  pursuant  to  a  statute  of  1845. 
This  is  the  first  mortgage  of  its  kind  in 
the  books.  The  debt  was  evidenced  by  7  per 
cent  bonds,  each  of  $1,000.  The  bonds  in 
terms  acknowledged  the  company  to  be  in¬ 
debted  to  “John  J.  Palmer  or  bearer  in  the 


sum  of  $1,000  lawful  money  of  the  United 
States,  which  sum  they  promise  to  pay  to 
the  said  John  J.  Palmer  or  bearer.”  This 
bond  was  a  forerunner  of  the  many  types 
of  corporate  bonds  that  we  have  had  is¬ 
sued  in  this  country  since  that  date. 

As  now,  the  earliest  mortgages  ran  to 
one  individual  as  trustee,  or  to  two  or 
more  individuals  as  trustees,  or  to  a  cor-  , 
poration  as  trustee,  or  to  a  corporation 
and  an  individual  as  trustees. 

The  term  “corporation  mortguge”  re¬ 
fers  to  a  conveyance  of  the  real  estate  and 
appurtenances  of  a  corporation,  and  usu¬ 
ally  its  franchises,  as  security  for  the 
obligations  of  the  corporation,  issued,  or 
to  be  issued,  by  evidences  of  obligations 
that  are  usually  arranged  in  series.  These 
evidences  of  obligations  are  sometimes 
called  “debentures.”  The  term  “deben¬ 
ture”  comes  from  the  Latin  debeo,  mean¬ 
ing  to  owe,  and  in  its  simplest  form  means 
an  evidence  of  an  obligation  that  is  not 
secured  by  a  conveyance  or  a  mortgage. 

The  Trust  as  a  Business  Organization 

Directly  associated  with  the  idea  of  the 
modern  trust  mortgage  is  the  so-called 
business  trust,  Massachusetts  trust,  or 
common-law  trust.  A  consideration  of 
these  trusts  is  essential,  particularly  in 
connection  with  the  reorganization  of  trust 
mortgages  that  have  been  foreclosed.  For 
many  years  the  trust  has  been  used  in  [ 
Massachusetts  as  a  form  of  business  or¬ 
ganization  or  as  a  substitute  for  incorpo¬ 
ration,  and  in  the  years  following  the 
World  War,  the  device  came  to  be  used 
widely  elsewhere,  particularly  in  Texas 
and  in  the  southern  oil  fields. 

A  Massachusetts  trust  is  a  combination  | 
of  capital  vested  in  trustees  who  issue  I 
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transferable  certificates  for  shares  and  ex¬ 
ecute  a  declaration  of  trust  designed  to 
provide  for  the  shareholders  all  the  immu- 
i  nities  of  corporate  shareholding.  The 
theory  is  that  a  number  of  persons  may  in¬ 
dividually  contribute  their  quota  of  capital 
to  the  trustees,  under  a  declaration  of  trust 
executed  by  the  trustees,  whereby  the  lat¬ 
ter  take  such  capital  pursuant  to  the  decla¬ 
ration  of  trust,  and  operate  the  business, 
whatever  it  may  be,  that  may  be  thus  cre¬ 
ated,  as  principals. 

The  trustees  are  obligated  to  manage 
the  trust  property  and  pay  so  much  of  the 
income  as  they  may  determine  to  the  con¬ 
tributors,  or  cestui  que  trustent,  and  when 
the  trust  comes  to  an  end  pursuant  to  the 
declaration  of  trust,  such  contributors  are 
entitled  to  their  proportionate  share  of  the 
corpus  of  the  estate.  As  such  contribu¬ 
tors,  or  cestui  que  trustent,  they  simply 
put  the  amount  contributed  by  them  into 
the  associated  fund  at  the  risk  of  the  busi¬ 
ness.  (All  the  authorities  on  the  subject 
are  exhaustively  annotated,  collected,  and 
analyzed  in  notes  to  7  A.  L.  R.  612;  10 
A.  L.  R.  887 ;  31  A.  L.  R.  851 ;  35  A.  L.  R. 
502;  46  A.  L.  R.  169  and  71  A.  L.  R.  890.) 

Characteristics  of  the  Trust 

A  common-law  or  Massachusetts  trust, 
as  it  has  come  to  be  known  in  the  business 
world,  is  either  a  pure  trust  or  it  is  a  part¬ 
nership  among  those  holding  certificates  of 
interest  in  it,  depending  upon  the  way  in 
which  the  trustees  are  to  conduct  the 
affairs  committed  to  their  charge.  If  they 
are  the  principals  and  are  free  from  the 
control  of  the  certificate  holders  in  the 
management  of  the  property,  a  trust  is 
created;  but  if  the  certificate  holders  are 
associated  together  in  the  control  of  the 
property  as  principals  and  the  trustees  are 
merely  their  managing  agents,  a  partner¬ 
ship  among  the  certificate  holders  is  cre¬ 


ated,  This  is  of  considerable  importance 
because,  if  a  pure  trust  is  created,  the 
beneficiaries  have  limited  liability,  while 
if  there  is  a  partnership  created,  the  bene¬ 
ficiaries  have  unlimited  liability  as  far  as 
the  liabilities  of  the  trust  are  concerned. 

The  trust  declarations  differ  very 
greatly  in  the  extent  to  which  they  vest 
powers  in  the  beneficiaries  to  elect  and  re¬ 
move  the  trustees,  to  amend  the  trust  in¬ 
strument,  or  to  control  the  trustees  in  the 
conduct  of  the  business.  These  differences 
are  of  great  importance  in  determining 
certain  of  the  incidents  of  this  type  of 
business  organization,  especially  on  the 
question  of  personal  liability  mentioned 
above. 

The  most  significant  characteristic  of 
the  business  trust,  therefore,  is  that  it  is 
a  device  for  profit  making  through  the 
combination  of  capital  contributed  by  a 
number  of  investors.  It  differs  consider¬ 
ably  from  the  ordinary  trust  in  that  it  is 
not  used  as  a  means  of  effecting  a  gift  or 
transfer  of  property.  Because  of  the  fea¬ 
tures  mentioned  in  the  use  of  this  type  of 
trust,  it  came  into  very  common  usage  as 
a  means  of  platting,  developing,  an^  sell¬ 
ing  tracts  of  land  and  the  construction  and 
management  of  large  office  buildings. 

Legal  Status  and  Regulation 

With  the  rapid  development  of  the  busi¬ 
ness  or  Massachusetts  trust,  attempts 
were  made  to  impose  restraint  on  their 
further  development,  particularly  because 
there  were  frequent  efforts  made  to  use 
these  trusts  to  avoid  the  payment  of  taxes 
imposed  upon  ordinary  corporate  enter¬ 
prises.  In  some  states  a  real  question  as 
to  the  validity  of  the  business  trusts  has 
arisen.  In  states  like  Washington,  Ohio 
and  Michigan  their  validity  has  been 
frowned  upon.  In  Wisconsin  the  Supreme 
Court  decided  in  1927  that  a  business  trust 
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was  valid.  The  form  of  a  business  trust 
is  set  out  in  that  case  (see  Baker  v.  Stern, 
194  Wis.  233). 

With  the  question  of  the  validity  of 
these  types  of  trusts  came  the  problem  of 
their  duration  and  the  question  of  whether 
or  not  they  affected  the  rule  against  per¬ 
petuities,  which  reflects  the  general  policy 
against  tying  up  property  for  an  unlimited 
period.  In  Wisconsin,  in  Baker  v.  Stern, 
supra,  the  court  flatly  held  that  a  business 
trust  of  the  type  heretofore  referred  to 
did  not  violate  the  rule  against  perpetui¬ 
ties. 

As  already  stated,  with  the  rapid  growth 
of  these  types  of  trusts  came  an  equally 
rapid  growth  in  regulation.  In  Wisconsin, 
(see  Section  226.14,  Rev.  Stats.  1935)  the 
trustees  must  file  an  annual  report  show¬ 
ing  the  names  and  addresses  of  each  of  the 
trustees;  the  amount  and  nature  of  the 
assets  and  liabilities  and  the  income  and 
disbursements;  the  amount  actually  paid 
for  such  assets  in  money,  property  and 
services ;  the  nature  of  the  business  trans¬ 
acted  during  the  preceding  year ;  in  what 
states  such  trust  is  operating ;  the  amount 
and  number  of  beneficial  certificates  sold 
in  Wisconsin,  or  elsewhere;  and  a  state¬ 
ment  as  to  the  amounts  of  profits  or  losses 
for  the  preceding  calendar  year.  Restric¬ 
tions  similar  to  those  imposed  upon  corpo¬ 
rations  in  connection  with  the  issuance  of 
capital  stock  and  bonds  are  also  included, 
and  the  appointment  of  an  agent  to  accept 
service  of  process  is  also  required.  Most 
important  of  all,  these  trusts  are  subject 
to  all  the  provisions  of  law  relating  to  the 
payment  of  taxes  by  general  corporations, 
foreign  and  domestic,  as  the  case  may  be. 

Liability  to  Taxation 

The  purpose  of  evading  taxation  being 
one  of  the  main  reasons  for  the  formation 
of  this  type  of  trust,  it  necessarily  fol¬ 


lowed  that  where  there  was  a  statute  en  l 
acted,  as  there  is  in  Wisconsin,  subject-! 
ing  this  type  of  a  trust  to  all  the  provisions  || 
of  law  relating  to  the  payment  of  taxes  by  • 
general  corporations,  that  their  business 
conveyances  should  not  have  increased. 

It  is  interesting  to  note  what  has  hap¬ 
pened  concerning  the  tax  problem  of  these 
trusts  as  far  as  the  Federal  Government 
is  concerned.  We,  of  course,  know  that  the 
federal  income  tax  law  imposes  a  tax  upon 
corporations  and  defines  these  corpora¬ 
tions  as  including  associations  and  joint- 
stock  companies.  Trustees  are  also  re¬ 
quired  to  file  returns  of  the  net  income  of 
a  trust,  but  no  tax  is  paid  by  the  trustees 
upon  income  which  is  distributed  currently 
to  the  beneficiaries. 

Considerable  difficulty  has  been  experi-ij 
enced  in  determining  whether  a  business 
trust  was  an  association  or  corporation 
within  the  meaning  of  the  Revenue  Act 
and  taxable  as  such,  or  was  a  pure  trust. 
The  first  important  case  on  the  subject  was 
Crocker  v.  Malley,  249  U.  S.  223,  where  jj 
the  court  held  that  a  business  trust  is  an  I 
association  within  the  meaning  of  the  I 
Revenue  Act  where  the  beneficiaries  of  the  I 
trust  may  be  considered  as  partners  in  the  I 
enterprise;  in  other  words,  where  they  I 
would  be  liable  to  creditors  in  the  sameT 
manner  as  though  they  were  carrying  on , 
the  enterprise  as  a  partnership.  The  case 
therefore  held  that  business  trusts,  where 
the  beneficiaries  had  given  up  all  substan¬ 
tial  power  of  control  of  the  trustees,  were 
not  taxable  as  corporations. 

However,  in  Hecht  v.  Malley,  265  U.  S. 
144,  the  court  formulated  the  rule  that  the 
word  “association"  as  used  in  the  Revenue 
Act  includes  trusts  having  quasi  corporate 
organizations  under  which  they  are  en¬ 
gaged  in  carrying  on  business  enterprises.  ^ 
and  it  was  stated  that  ordinary  business  I 
trusts  with  transferable  shares  would  be  | 
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f  considered  as  having  quasi  corporation  or- 
[  ganization,  irrespective  of  control  exer- 
I  cised  or  reserved  by  the  shareholders.  The 
practice  of  the  Treasury  Department  and 
j  the  recent  decisions  of  the  federal  courts 
I  have  followed  the  second  decision  of  the 
■  United  States  Supreme  Court  and  have 
I  taxed  these  trusts  as  an  association  or  cor- 
f  poration. 

;  Origin  of  the  Trust  Mortgage 

I 

I  It  is  next  important  to  distinguish  be- 

*  tween  a  trust  mortgage  and  a  business 
I  trust.  A  trust  mortgage  or  deed  of  trust, 

'  as  the  term  is  sometimes  used,  is  nothing 

more  than  a  mortgage  or  a  conveyance  by 
i  way  of  security  for  the  payment  of  a  debt 
or  obligation  usually  evidenced  by  a  note 

*  or  a  series  of  notes,  a  bond,  or  a  series  of 
bonds.  The  note  or  the  bond  is  the  evi¬ 
dence  of  the  obligation  and  represents  the 
personal  liability  of  the  issuing  company, 
while  the  trust  deed  or  mortgage  is  the 
conveyance  by  way  of  security  giving  the 
trustee,  who  holds  the  security  in  trust  for 
the  benefit  of  all  the  beneficiaries,  a  lien 
which  may  ripen  into  title  after  foreclos¬ 
ure  in  case  of  condition  broken. 

The  business  trust,  as  we  have  seen,  is 
a  combination  of  capital  vested  in  trustees 
who  issue  transferable  certificates  for 

*  shares  and  execute  a  declaration  of  trust 
!  designed  to  provide  for  the  shareholder  all 

the  immunities  of  corporate  shareholding. 
In  case  the  trustees  of  a  trust  mortgage 
are  forced  to  foreclose  the  security  because 
of  default  on  the  part  of  the  issuing  com- 
^  pany,  the  business  trust  comes  into  play 
because  the  trustees  will  acquire  the  title 
to  the  property  collectively  owned  by  the 
beneficiaries,  then  file  a  new  declaration  of 
trust  and  operate  the  property  as  the  own- 
^  ers  in  trust  for  the  benefit  of  the  old  bond¬ 
holders. 

In  1921  the  Supreme  Court  of  Wiscon¬ 
sin,  in  the  important  case  of  Schroeder  v. 


Arcade  Theater  Company,  175  Wis.  79,  99, 
made  the  following  observation: 

“Trust  deeds,  particularly  in  recent  years, 
have  become  a  very  popular  security  in  this 
state,  and  but  few  large  mortgages  are  now 
executed  excepting  they  are  in  the  form  of  a 
trust  deed.  In  fact,  this  can  be  considered  the 
age  of  trust  deeds  in  this  state  as  elsewhere, 
and  hardly  a  day  passes  during  the  present 
period  of  economic  readjustment  but  we  read 
or  hear  of  the  flotation  of  a  large  bond  issue 
in  railroad,  industrial,  real  estate,  or  other 
enterprises,  and  a  very  large  percentage  of  the 
securities  held  by  the  people  at  large  who  make 
such  investments  for  economic  purposes  are  in 
the  form  of  bonds  secured  by  trust  deeds  ex¬ 
ecuted  to  trustees. 

“It  has  also  become  a  matter  of  common 
knowledge  that  at  the  present  time,  where  as 
one  of  the  results  of  the  great  war  housing 
conditions  have  become  very  oppressive  and 
facilities  to  furnish  homes  for  the  masses  have 
become  scarce,  and  where  office  space  for  pro¬ 
fessional  men  and  others  is  at  a  great  demand, 
and  where  rentals  have  been  raised  by  land¬ 
lords  in  many  instances  far  in  excess  of  the 
requirements  of  the  situation,  numerous  cor¬ 
porations  and  individuals  have  become  inter¬ 
ested  and  engaged  in  the  erection  of  tenement, 
apartment,  and  office  buildings  intended  to 
house  and  accommodate  a  vast  number  of  our 
population  in  need  of  such  accommodations, 
and  corporations  have  also  sprung  up,  actuated 
by  a  spirit  of  civic  pride  and  righteousness, 
to  build  homes  to  be  leased  to  the  masses,  and 
in  almost  every  instance  the  moneys  are  raised 
by  the  flotation  of  large  bond  issues;  and  these 
facts  have  been  recognized  in  a  large  measure 
by  statutes  in  our  state,  which  authorize  the 
issuance,  regulation,  and  sale  of  these  bonds 
under  the  supervision  and  authority  of  public 
bodies  such  as  the  railroad  and  insurance  com¬ 
missions  of  the  state.  These  bonds  are  pur¬ 
chased  by  trust  companies,  bond  and  stock 
brokers,  and  other  similar  institutions  and  in¬ 
dividuals,  and  are  resold  in  a  large  measure 
to  the  rank  and  file  o{  the  people,  who  invest 
in  the  same  in  accordance  with  their  means. 

“It  is  true  that  the  issuance  of  bonds  and 
the  execution  of  trust  deeds  is  of  comparative¬ 
ly  recent  origin  and  that  the  growth  of  this 
practice  has  kept  pace  in  a  large  measure 
with  the  enormous  expansion  of  our  commer¬ 
cial  and  industrial  interests.  Bond  issues  are 
to  be  encouraged  rather  than  discouraged,  for 
they  afford  an  opportunity  for  frugal  investors 
and  the  people  at  large  to  invest  their  savings 
in  remunerative  and  successful  enterprises  and 
bring  in  closer  contact  the  investors,  who  in  a 
large  degree  are  employees,  with  the  institu¬ 
tions  by  whom  they  are  employed,  and  so  have 
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a  tendency  to  bring  about  a  mutuality  of  inter¬ 
est  and  a  better  understanding  between  em¬ 
ployers  and  employees  generally. 

*  *  * 

“The  floating  of  a  bond  issue  is  generally 
accompanied  with  the  issuance  of  a  prospec¬ 
tus,  by  which  the  investors  are  fully  apprised 
of  the  nature  of  the  security  offered,  the  lo¬ 
cation  and  value  of  the  property  intended  to 
be  mortgaged,  the  object  and  purpose  of  the 
erection  and  construction  of  the  building  or 
buildings,  the  rental  value  of  the  building,  the 
industry  or  business  project  to  be  accommo¬ 
dated  by  the  erection  of  the  building,  and 
many  other  incidental  facts  involved  in  the 
matter  of  the  security  of  the  proposed  bond 
issue. 

“In  a  vast  number  of  these  bond  issues  the 
property  which  it  is  intended  shall  form  the 
basis  of  the  security  consists  of  buildings  de¬ 
signed  to  be  leased  in  whole  or  in  part  for 
manufacturing  purposes  for  tenements,  for  of¬ 
fice  and  for  commercial  purposes.” 

Financial  Abuses  of  Trust  Mortgages 

The  writer  agrees  with  the  learned 
judge  who  wrote  this  decision  that  bond 
issues  are  to  be  encouraged  rather  than 
discouraged  for  they  offer  an  opportunity 
not  only  for  frugal  investors  to  invest  their 
savings,  but  also  an  opportunity  for  the 
expansion  and  development  of  commercial 
and  real  estate  enterprises.  However,  with 
the  age  of  frenzied  finance  which  closed 
with  the  year  1929,  there  developed  many 
abuses  in  the  flotation  of  bond  issues  for 
industrial  and  real  estate  properties. 

To  enumerate  all  the  abuses  would  be 
to  carry  out  this  paper  to  unnecessary 
lengths,  but  suffice  it  to  name  some  of  the 
most  important  abuses  that  have  crept  in 
with  the  flotation  of  trust  mortgages  in 
recent  years.  Bondholders  had  virtually 
no  power  when  they  bought  bonds  secured 
by  mortgages  or  deed  of  trust.  To  begin 
with,  in  many  instances,  they  were  limited 
in  their  rights  as  far  as  being  able  to  pro¬ 
ceed  on  their  bonds  was  concerned,  be¬ 
cause  the  bonds  were  frequently  non-nego- 
tiable  or  contained  a  provision  that  the 
bondholder  could  not  bring  individual  suit 
Inasmuch  as  the  bondholder  had  virtually 


no  right  under  the  trust  indenture,  because 
the  trustee  could  alone  act  under  the  trust 
indenture,  there  developed  a  situation  of  a 
bondholder  possessing  a  bond  which  was 
an  evidence  of  an  obligation  upon  which  he 
could  not  act  and  which  bond,  with  many 
other  bonds,  was  secured  by  a  trust  inden¬ 
ture  that  could  not  be  acted  upon  except 
through  a  trustee,  who,  in  many  instances, 
was  negligent  in  the  performance  of  his 
duties.  In  Wisconsin,  the  Legislature  is 
1933  even  went  so  far  as  to  deny  the  bond¬ 
holder  the  right  to  sue  on  his  bond  by 
legislative  fiat.  In  Hanauer  v.  Republic 
Building  Company,  decided  by  the  Su¬ 
preme  Court  of  Wisconsin  in  June,  1934, 
the  court  held  that  such  a  statute  was  un¬ 
constitutional  because  it  impairs  the  con¬ 
tract  obligations  of  the  bondholder  that 
existed  prior  to  the  enactment  of  the 
statute. 

Because  the  trustees  drew  the  trust  in¬ 
dentures,  provisions  were  placed  in  them 
giving  the  trustees  unlimited  rights  so 
that  they  acquired  what  was  virtually  a 
property  right  in  the  corpus  of  the  trust. 
The  trustees  had  the  list  of  bondholders, 
dealt  and  speculated  with  their  own  securi¬ 
ties  and  oftentimes  depressed  the  market 
for  the  sole  purpose  of  buying  up  securities 
(which  they  had  issued  at  par)  from  hap¬ 
less  bondholders  at  ridiculously  low  prices, 

Many  of  the  trustees  occupied  adverse 
interests  and  dual  capacities  by  represent¬ 
ing  first  and  second  mortgage  bondholders, 
and  in  many  instances  the  trustees  were 
personally  interested  in  the  second  moii 
gage  on  a  property  while  they  represented 
bondholders  on  the  first  mortgage.  It  is 
obvious  that  if  a  trustee  was  interested  in 
the  second  mortgage  and  represented  bond¬ 
holders  on  the  first  and  there  was  a  default 
on  the  part  of  the  equity  owner  or  mortr| 
gagor,  the  trustee  would  be  reluctant  to 
foreclose  because  he  would  be  wiping  him- 
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self  out  of  the  picture.  This  abuse  was 
!  particularly  rampant  in  the  large  cities 
of  the  country. 

Trustees  often  acted  as  the  underwrit¬ 
ing  agents,  insurers,  general  managers, 
and  second  mortgagees  on  the  same  issue. 
It  is  very  evident  that  here  there  was  such 
!  an  indescribable  conflict  of  interest  that  a 
'  trustee,  even  if  he  wished  to  do  what  he 
thought  was  his  duty,  could  not  do  so  be¬ 
cause  he  was  personally  interested  in  the 
I  issue. 

In  a  good  many  cases  there  was  no  seg¬ 
regation  of  trust  funds.  In  many  cases 
one  trustee  would  act  as  trustee  on  as  many 
as  two  or  three  hundred  different  build- 
*  ings  and  when  these  various  mortgagors 
>  would  pay  their  interest  money  to  the 
trustee,  all  these  moneys  would  be  de¬ 
posited  in  one  fund.  Necessarily,  this  was 
a  violation  of  the  duty  of  any  trustee.  In 
other  words,  if  mortgagor  A  paid  his  in¬ 
terest  to  the  trustee,  he  expected  that  in- 
[  terest  to  be  used  towards  the  payment  of 
\  interest  on  his  building.  The  trustee  in 
putting  that  money  in  one  fund  could  use, 
and  often  did  use,  that  money  towards  the 
I  payment  of  interest  (or  taxes)  on  mort- 
I  gagor  B’s  property.  This  brought  about 
f  a  hopeless  confusion,  so  that  in  many  in- 
)  stances  it  was  almost  impossible  to  get  an 
accurate  accounting  of  the  various  trust 
properties. 

Suggested  Remedial  Legislation 

The  above  abuses  are  but  a  few  of  the 
I  many  that  have  crept  into  the  picture  dur- 
1,  ing  the  last  few  years  in  the  flotation  of 
trust  mortgages  and  bonds.  Herewith  fol¬ 
lows  some  suggested  legislation  to  curb 
I  these  ends : 

I  Every  bondholder  should  have  a  similar 
S  right  to  that  enjoyed  by  a  stockholder  to 
^  inspect  the  books  and  records  of  the  trus¬ 
tee,  so  as  to  keep  himself  fully  conversant 
,  with  his  investment.  Furthermore,  this 


right  should  be  enforceable  by  mandamus 
proceedings  in  case  the  trustee  is  recalci¬ 
trant  and  refuses  to  give  the  bondholder 
this  right. 

No  trust  indenture  is  to  have  any  pro¬ 
vision  which  could  be  construed  as  limit¬ 
ing  the  right  of  the  individual  bondholder 
to  sue  on  his  bond  after  the  bond  became 
past  due.  The  purpose  of  this  provision 
would  be  to  negotiate  real  estate  mort¬ 
gage  bonds  freely  and  to  leave  the  way 
open  to  any  bondholder  to  have  a  speedy 
redress  in  law  in  case  of  default  on  the 
part  of  the  mortgagor.  Furthermore, 
this  would  give  a  bondholder  protection 
against  a  recalcitrant  trustee  or  a  trustee 
who  connives  with  a  mortgagor  and  is 
hostile  to  the  interest  of  the  bondholder. 

The  problem  of  leasehold  bonds  must 
come  up  for  very  mature  consideration.  I 
would  prohibit  the  execution  of  any  mort¬ 
gage  where  the  securities  are  leases  up  to 
fifty  years,  because  such  a  lease  may  be 
terminated  (in  Wisconsin)  in  case  of  de¬ 
fault,  by  giving  a  mere  three  day  notice  to 
the  tenant  or  lessee.  It  is  apparent  that 
there  is  absolutely  no  security  here  for  the 
bondholder. 

An  illustration  may  be  given  on  this 
matter.  In  an  issue  floated  by  a  Milwau¬ 
kee  concern,  a  mortgage  in  the  amount  of 
$85,000  was  placed  on  a  lease  of  fifty  years. 
When  the  tenant  or  lessee  defaulted,  there 
was  not  much  time  given  to  the  bondhold¬ 
ers  to  make  good  the  default,  and  neces¬ 
sarily  they  were  wiped  out  when  the  land¬ 
lord  took  possession  of  the  property  and 
terminated  the  lease.  In  all  cases  where 
the  security  is  a  lease  for  a  period  in  ex¬ 
cess  of  fifty  years,  there  should  be  stamped 
on  every  bond  in  bold  print  in  letters  as 
large  as  the  largest  letters  used  in  the 
bond  the  words  “LEASEHOLD  BOND.” 
This  clearly  informs  the  bondholder  that 
he  is  in  fact  getting  a  leasehold  bond. 
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The  statute  should  enumerate  the  duties 
and  the  qualifications  of  trustees  carefully. 
This  is  most  important  because  the  big¬ 
gest  difficulty  apparent  in  the  present  sit¬ 
uation  in  Wisconsin  and  elsewhere  has 
been  that  there  has  not  been  a  clear  divi¬ 
sion  of  duty  and  liability  on  the  part  of 
the  trustees  and  no  provision  made  to 
penalize  the  trustees  in  case  they  default 
in  that  duty.  For  example,  the  statute 
could  provide  that  in  case  of  failure  to 
carry  out  his  duties  that  are  imposed  in 
the  trust  indenture,  the  trustee  could  be 
fined  or  the  bond  under  which  he  is  bonded 
could  be  used  in  payment  of  any  damages 
that  the  bondholders  might  suffer. 

The  statute  to  be  enacted  should  license 
all  protective  and  reorganization  commit¬ 
tees.  As  was  pointed  out,  as  a  result  of 
the  recent  investigations  conducted  by  the 
Congressional  Investigation  Committee  to 
Investigate  Bondholders’  Reorganization 
Committees,  these  reorganization  commit¬ 
tees  are  often  nothing  more  than  “rack¬ 
ets.”  These  committees  should  be  sus¬ 
tained  under  the  police  power  of  the  state. 

A  public  conservator  or  public  trustee 
should  be  appointed  to  liquidate  insolvent 
mortgage  companies  for  the  benefit  of 
bondholders.  If,  upon  proper  examination 
by  the  public  trustee  or  conservator,  it  ap¬ 
pears  that  an  operating  or  mortgage  com¬ 
pany  is  insolvent,  it  should  be  wound  up 
for  the  benefit  of  the  bondholders  as  ex¬ 
peditiously  as  possible. 

The  sale  of  second  mortgage  bonds 
should  be  rigidly  restricted,  and  if  per¬ 
mitted  to  be  sold  at  all,  there  should  ap¬ 
pear  on  the  face  of  all  second  mortgage 
bonds  the  following  in  bold  print:  “SEC¬ 
OND  MORTGAGE  BONDS,”  or,  “This  is 
a  second  mortgage  bond  and  is  subject  to 


a  first  mortgage  bond  issue  of  $ . 

The  assessed  valuation  of  the  property  se¬ 
curing  this  bond  at  the  time  of  issuance 
is  $ . ” 

The  trustee  should  be  divorced  from  the 
underwriting  company  and  should  not  act 
in  all  the  capacities  that  trustees  act  to¬ 
day,  namely,  that  of  underwriting  trustee 
property,  managing  agent,  etc.  The  trus¬ 
tee’s  duties  should  be  specifically  set  out 
and  liabilities  imposed  upon  him  for  viola¬ 
tion  of  those  duties. 

Bondholders’  lists  should  be  available  to 
all  bondholders  because  that  will  prevent 
the  disposition  on  the  part  of  bondholders 
of  their  securities  at  a  ridiculous  figure. 
Bondholders,  if  they  posses  a  bondholders’ 
list  and  are  submitted  an  offer  for  sale, 
could  take  this  offer  up  with  other  bond¬ 
holders  and  see  whether  the  offer  is  a  fair 
one  before  disposing  of  their  securities. 
To  disseminate  bondholders’  lists  to  all 
bondholders  is  to  increase  the  market  value 
of  the  bonds  and  to  give  them  a  greater 
opportunity  for  sale  and  disposition. 

The  statute  should  provide  for  regular 
inspections,  either  by  the  public  conserva¬ 
tor  or  trustee  or  the  banking  department 
of  all  mortgagor  companies  and  trustees 
and  in  cases  of  apprehended  insolvency, 
then  the  banking  department  or  conserva-  ■ 
tor  of  public  trustee  can  take  prompt  ac-  I 
tion  to  salvage  as  much  as  possible  for  the  f 
benefit  of  the  bondholders.  i 

In  conclusion,  it  might  be  desirable  and  f 
advisable  to  draft  a  standard  bond  and 
standard  trust  indenture  as  in  the  case  of  I 
a  fire  policy  and  provide  that  no  bonds  or  1 
trust  indenture  can  be  issued  in  a  particu- 1 
lar  state  without  including  the  provisions  I 
set  forth  in  the  statute.  I 


Managing  Homes  for  Sale 

By  H.  E.  Stembridge 


The  problem  of  managing  a  large 
number  of  single  family  dwellings  is 
not  always  present.  During  normal 
times,  there  is  no  demand  for  such  a  serv¬ 
ice,  as  each  home  has  an  individual  owner. 
However,  during  periods  of  severe  depres¬ 
sions,  when  the  home  owner  is  unable  to 
make  the  payments  of  interest  and  prin¬ 
cipal  as  set  down  in  his  mortgage,  to  pay 
real  estate  taxes  as  they  become  due,  and 
keep  his  property  in  good  repair,  it  is 
necessary  for  the  holder  of  the  mortgage 
to  acquire  title  in  one  way  or  another  to 
protect  his  investment.  Thus,  the  large 
investor  in  mortgages  of  this  type  during 
normal  times  becomes  the  owner  of  many 
properties  during  periods  of  depression, 
and  it  becomes  necessary  for  the  local 
office  or  representative  to  organize  a  de¬ 
partment  to  handle  such  properties  from 
the  time  they  are  acquired  until  sold. 

This  treatise  is  written  purely  as  a  re¬ 
port  of  the  general  manner  of  operation 
used  by  one  organization,  and  sets  forth 
no  hard  or  fast  rules  for  success  in  man¬ 
aging  homes  for  sale.  This  company  rep¬ 
resents  one  of  the  largest  life  insurance 
companies,  and  its  operations  are  con¬ 
fined  to  the  State  of  Illinois  and  a  small 
part  of  Indiana  and  Michigan.  No  doubt 
some  readers  who  have  encountered  the 
same  conditions  in  other  communities  will 
find  practices  related  here  which  may  be 
at  variance  with  those  they  follow.  How¬ 
ever,  this  will  only  illustrate  the  cardinal 
principle  of  our  method,  namely,  that  each 
property  in  each  community  must  be 
treated  in  the  method  which  will  best  place 
it  in  sound  condition  and  lay  the  founda¬ 
tion  for  its  sale.  These  communities 
range  from  industrial  to  the  most  desir¬ 


able  residential  sections,  and  include  prop¬ 
erties  from  twenty-five  hundred  dollar 
four-room  frame  bungalows  to  residences 
worth  thirty-five  thousand  dollars. 

This  company  itself  is  young  and  virile, 
free  from  hide  bound  tradition  and  not 
influenced  greatly  by  pre-depression  real 
estate  management  policies.  The  field 
personnel  is  made  up  of  men  well-schooled 
by  everyday  contact  with  tenants  and 
tradesmen.  Wherever  possible,  definite 
responsibility  and  authority  is  concen¬ 
trated  in  these  men,  and  every  endeavor 
is  made  to  encourage  their  ideas  and 
tastes  in  rehabilitation  as  regards  newer 
types  of  decorations  and  equipment  that 
will  act  as  a  sales  stimulant. 

Management  Policies 

Our  underlying  policy  in  management, 
including  both  rehabilitation  and  tenant 
relations,  is  one  based  on  a  long-term 
viewpoint.  This  is  natural,  because  the 
closing  of  a  sale  with  us  is  only  the  be¬ 
ginning  of  a  collection  relationship  that 
in  most  cases  will  run  fifteen  years. 

Our  actual  management  relationship 
with  the  property  does  not  begin  until  we 
are  notified  by  our  clients’  local  attorney 
that  they  have  good  title  in  the  property. 
However,  about  thirty  days  prior  to  this 
notification  we  do  make  a  preliminary  in¬ 
spection  and  notify  the  occupant  of  the 
impending  change  in  management.  The 
number  of  properties  acquired  monthly 
varies  considerably,  so  this  early  inspec¬ 
tion  must  be  made  so  that  we  will  know 
as  far  in  advance  as  possible  what  the 
volume  of  work  will  be;  this  enables  us 
to  plan  accordingly  and  prevents  our  be¬ 
ing  “swamped”  during  the  heavy  months. 
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Inspection  Reports 

If  the  house  is  vacant,  we  immediately 
have  a  handyman  enter  the  building,  who 
shuts  off  all  water,  drains  all  plumbing, 
and  in  cold  weather  fills  all  traps  with 
alcohol.  He  locks  all  windows  and  places 
a  permanent  bolt  on  the  rear  door;  on  the 
front  door  lock  he  makes  the  necessary 
change  which  will  give  entry  with  a 
master  key.  The  master  lock  is  a  great 
convenience  and  time  saver  to  not  only 
our  own  personnel,  but  contractors, 
handymen,  etc.  The  handyman  then 
places  on  the  front  and  rear  door  glass 
(inside),  a  large  sign  with  red  lettering, 
offering  a  $25.00  reward  for  information 
leading  to  the  arrest  and  conviction  of  any 
one  molesting  the  property.  This  has 
proved  very  effective,  and  loss  through 
vandalism  is  almost  nil.  When  the  house 
is  sold  or  rented,  the  master  lock  is  re¬ 
moved  and  the  old  one  is  replaced,  the 
keys  of  which  are  given  to  the  buyer  or 
tenant. 

This  preliminary  inspection  enables  us 
to  determine  the  following: 

1.  Whether  or  not  to  keep  the  present  occu¬ 
pant  as  a  tenant,  if  he  cares  to  stay. 

2.  The  amount  of  rental  to  be  charged. 

3.  The  approximate  amount  of  reconditioning 
that  will  be  necessary. 

4.  The  amount  of  money  that  we  would  be 
justified  in  spending,  considering  the  rent¬ 
al  expected,  the  type  of  property,  the  loca¬ 
tion,  and  what  effect  it  would  have  on  the 
sale  price. 

When  tentative  decisions  on  these  vari¬ 
ous  ihatters  have  been  reached,  the  report, 
together  with  recorded  comments,  is 
placed  in  a  pending  file  and  remains  there 
until  we  are  officially  notified  that  our  cli¬ 
ent  now  has  good  title  to  the  property. 

The  only  exception  to  this  procedure  is 
that  when,  in  our  opinion,  the  present  oc¬ 
cupant  will  not  be  a  satisfactory  tenant, 
we  ask  the  attorneys  handling  the  fore¬ 
closure  to  secure  possession  of  the  prop¬ 


erty,  as  well  as  ownership,  on  the  date  the 
period  of  redemption  expires. 

When  we  are  officially  advised  that  good 
title  is  now  in  our  clients’  name,  we  again 
visit  the  property  and  make  out  two  re¬ 
ports,  the  first,  a  “Property  Owned  Re¬ 
port.”  This  calls  for  a  complete  descrip¬ 
tion  of  the  property,  an  accurate  appraisal 
based  on  the  property  being  put  in  good 
condition,  a  detailed  account  and  approxi¬ 
mate  cost  of  necessary  reconditioning 
work.  Two  photographs  are  taken — one  a 
picture  of  the  property,  and  the  other  a 
street  view.  The  other  report  is  a  “Phys¬ 
ical  Inventory”  of  what  is  in  the  house,  its 
condition,  make,  style,  etc.  To  overcome 
the  possibility  of  overlooking  or  forget¬ 
ting  some  item,  the  printed  form  has  every 
possible  article  that  could  be  in  a  house, 
from  garret  to  cellar,  such  as  mail  boxes, 
door  bells,  window  sash  cords,  and  even 
clothes  closet  hooks.  These  two  reports, 
together  with  our  preliminary  report,  give 
us  sufficient  data  to  enable  us  to  decide 
definitely  just  what  we  shall  do  with  the 
property  as  regards  rental,  amount  to  be 
spent  for  reconditioning,  and  what  the  sale 
price  should  be. 

Rehabilitation  Procedure 

Rigid  and  complete  specifications  are 
drawn  to  cover  all  the  work  that  has  been 
considered  necessary  and  justified,  and  are 
sent  to  three  responsible  bidders.  These 
bids,  when  returned,  are  sent  to  our  cli¬ 
ents’  main  office,  accompanied  with  our 
recommendation  as  to  whom  the  contract  f 
should  be  awarded. 

Where  the  amount  of  money  to  be  spent 
runs  into  several  hundred  dollars,  we  em¬ 
ploy  general  contractors.  This  places  the 
full  responsibility  with  one  firm,  and  in 
the  event  a  controversy  arises,  it  is  more 
easily  and  quickly  disposed  of.  Expendi¬ 
tures  of  lesser  amounts  are  tendered  each 
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individual  trade.  In  all  cases,  the  success¬ 
ful  bidder  must  provide  us  with  a  Certi¬ 
ficate  of  Workmen’s  Compensation  and 
Public  Liability  Insurance  before  being 
awarded  the  contract.  This  is  most  im¬ 
portant,  as  large  corporations  are  subject 
to  suit  for  claims  arising  from  accidents 
that  might  happen  during  the  course  of 
this  work. 

We  have  a  policy  of  using  the  best  ma¬ 
terials  and  workmanship  on  all  exterior 
and  structural  work,  which  includes  car¬ 
penter  work,  exterior  painting,  roofing, 
sheet  metal  work,  glazing,  cement  work, 
tuckpointing,  and  repairing,  replacing,  or 
reinforcing  load  bearing  members  of  all 
kind,  including  footings  and  other  foun¬ 
dations.  The  cost  of  material  and  labor 
on  interior  work  other  than  structural, 
such  as  decorating,  lighting  fixtures, 
kitchen  cabinets,  linoleum,  plumbing  hard¬ 
ware,  etc.,  varies  all  the  way  from  a  few 
dollars  to  several  hundred  in  some  cases, 
depending  upon  the  type,  location,  rental 
value,  and  sale  value  of  the  property. 

Regular  inspections  are  made  as  the 
work  progresses,  to  guard  against  any  at¬ 
tempt  to  deviate  from  the  original  speci¬ 
fications.  When  the  work  has  been  satis¬ 
factorily  completed  according  to  specifica¬ 
tions,  and  proper  waivers  and  affidavits 
submitted,  the  bill  is  promptly  paid.  This, 
as  a  rule,  completes  our  rehabilitation  pro¬ 
gram.  Occasionally  additional  work  is 
done  when  a  sale  is  made,  but  the  cost  of 
it  is  generally  added  to  the  sale  price. 

Tenant  Relationships 

The  responsibility  of  the  house  now 
passes  from  the  Maintenance  Department 
to  the  Rental  Department.  All  tenants 
sign  a  lease,  and  in  all  cases  it  contains  a 
cancellation  clause.  In  the  smaller  houses, 
the  right  is  given  to  either  party  to  can¬ 
cel  on  thirty  days’  written  notice.  In  the 


more  expensive  and  larger  houses,  the 
only  right  to  cancel  is  the  lessor’s,  and  only 
then  in  the  event  of  sale,  and  sixty  days’ 
notice  is  given.  We  prefer  leases,  as  they 
set  up  definitely  in  writing  all  items  such 
as  the  amount  of  rental,  when  due,  when 
payable,  the  cancellation  clause,  the  re¬ 
sponsibility  for  payment  of  water  tax,  our 
right  to  show  for  sales,  and  other  matters 
that  might  be  misunderstood.  Also,  it  has 
a  psychological  effect  in  that  the  tenant  is 
signing  his  name  to  a  legal  agreement  and 
it  does  impress  him  much  more  than  if 
the  entire  transaction  were  verbal. 

At  the  time  the  lease  is  signed,  all  the 
important  parts  of  the  lease  are  discussed 
with  the  tenant  very  thoroughly,  and  he 
is  advised  very  clearly  that  this  is  purely 
a  business  understanding  and  we  will  live 
up  to  our  part  of  the  lease  to  the  letter  and 
we  expect  the  same  of  him.  This  we  find 
very  valuable  in  future  dealings,  and  well 
worth  the  little  extra  time  it  takes. 

If  a  new  tenant  is  making  application, 
we  consider  the  personal  impression  he 
gives  and  check  his  credit  and  desirability 
thoroughly.  His  previous  landlord  is  gen¬ 
erally  the  best  reference,  although  occa¬ 
sionally  a  previous  landlord,  in  his  anxiety 
to  get  rid  of  an  undesirable  tenant,  will 
say  most  anything.  We  find  that  the  milk¬ 
man,  local  grocery,  or  public  utilities  give 
more  definite  and  accurate  information 
than  personal  references.  Sometimes  a 
report  is  ordered  from  the  local  credit 
agency. 

Rent  notices  are  mailed  in  time  to  reach 
the  tenant  on  the  first  of  the  month.  If 
not  paid  by  the  10th,  a  second  notice  is 
sent,  and  if  not  remitted  by  the  20th,  the 
tenant  is  served  with  a  five-day  notice.  If 
the  tenant  is  unable  or  unwilling  to  pay, 
the  account  is  referred  to  our  attorneys, 
and  we  usually  obtain  possession  by  the 
end  of  the  month.  These  methods  enable 
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us  to  collect  96  per  cent  of  our  rents  dur¬ 
ing  the  current  month,  and  3  per  cent  of 
the  remaining  4  per  cent  during  the  next 
month,  so  that  our  losses  are  actually  less 
than  1  per  cent. 

Our  accounting  is  made  monthly,  show¬ 
ing  amount  billed,  collected,  and  uncol¬ 
lected,  with  adjustments  if  any.  All  dis¬ 
bursements  are  supported  by  properly  re¬ 
ceipted  vouchers. 

The  Sales  Program 

The  inspection  of  occupied  houses  is 
made  by  our  Sales  Department.  Members 
of  this  department  visit  the  houses  quite 
frequently  in  endeavoring  to  sell  them, 
and  they  have  rather  a  trained  eye  to  note 
an5d;hing  that  should  be  corrected.  We  are 
rather  liberal  in  making  repairs  during 
tenancy,  as  we  would  rather  spend  a  little 
now  than  let  the  trouble  continue  and 
soend  considerably  more  later  on,  or  pos¬ 
sibly  lose  a  sale  because  of  some  minor 
fault.  We  purposely  keep  some  houses  va¬ 
cant  during  the  milder  seasons  for  sales 
purposes,  and  the  Sales  Department  of 
course  is  more  or  less  in  constant  touch 
with  these  houses. 

Tenants  are  very  frankly  advised  at  the 
time  they  make  application  to  rent  that 
the  house  is  for  sale,  and  they  must  be 
willing  to  show  the  house  at  all  reasonable 
times  to  any  prospective  purchaser.  In 
fact,  when  he  moves  in,  we  give  him  the 
sale  price  of  the  house,  together  with 
terms  that  would  be  acceptable  to  us  in 


case  he  might  be  interested  in  buying  at 
some  future  date. 

Some  years  ago  it  was  necessary  to  give 
the  tenant  a  slight  reduction  in  rent  to  re¬ 
imburse  him  for  the  annoyance  caused  in 
showing  the  house  to  prospects;  however, 
today,  because  of  high  occupancy,  we  are 
able  to  obtain  the  full  market  price.  We 
are  now  endeavoring  to  obtain  the  type  of 
tenant  who  evidences  some  interest  in  be¬ 
coming  a  home  owner. 

We  are  able  to  secure  new  tenants  these 
days  with  little  effort ;  in  fact,  we  have  a 
waiting  list  in  all  but  one  or  two  commu¬ 
nities.  However,  some  time  ago  we  used 
“For  Rent”  signs  and  newspaper  adver¬ 
tising. 

The  three  problems  most  frequently 
presented  in  the  management  of  our 
houses  (after  the  rehabilitation  program 
is  completed)  are  collections,  plumbing  re¬ 
pairs,  and  decorating.  All  necessary  re¬ 
pair  work  is  handled  by  our  Maintenance 
Department  in  the  usual  manner.  We 
never  allow  our  tenants  to  do  it  or  have  it 
done  and  deduct  the  cost  from  the  rent. 
However,  when  the  fault  is  entirely  the 
tenants',  they  pay  the  cost  of  repairs. 

The  ultimate  purpose  of  this  work  is  to 
enable  the  owner  to  dispose  of  all  these 
properties  to  satisfied  buyers,  at  prices 
that  the  properties  are  really  worth.  The 
real  proof  of  our  policy  of  putting  our 
properties  in  sound  condition  is  being 
more  definitely  proved  every  day  by  our 
increased  volume  of  sales. 


Restoring  Rental  Properties  to  a  Profitable  Basis 

Chester  A.  Moores 


I  EDUCED  to  simple  arthmetic  the 
f  answers  to  the  question,  “How  can 

rental  properties  be  restored  to  a 
profitable  basis?”,  must,  of  course,  revolve 
.  around  various  ways  and  means  of  build¬ 
ing  up  the  net  income  by  increasing  rent¬ 
als  and,  if  possible,  reducing  operating  ex- 
I  penses  at  the  same  time. 

1  Actual  accomplishment  of  such  results 
f  is  not  as  simple  as  it  sounds.  The  truth 
i  of  the  matter  is  that  the  general  field  of 
property  management  is  highly  technical 
and  somewhat  complicated.  Anything  ap- 
,  proaching  mastery  of  it  requires  among 
I  other  attributes  many  years  of  experience 
blended  with  a  liberal  supplement  of 
patience,  aptitude,  diplomacy,  expert 
knowledge,  and  a  skill  in  meeting  emerg¬ 
ency  situations  promptly  and  aggressively. 

(Among  the  many  answers  which  might 
be  offered  to  the  problem  under  consider¬ 
ation  are : 

L  Modernization 

Percentage  leases 

Increases  in  rent  schedules  and  other  means 
of  building  up  the  gross  income,  including  co¬ 
operative  effort  in  the  handling  of  mutual  prob- 
[  lems 

General  and  incidental  economies. 

Each  of  these  solutions  will  be  touched 
upon  in  some  detail  but,  if  restricted  to 
one  answer  only,  ours  would  be: 

!  Intelligent  management  counsel,  employed  at 

rates  of  compensation  sufficiently  adequate  to 
\  insure  its  studious  and  aggressive  application 
to  the  problems  and  opportunities  at  hand — in 
j  other  words,  good  management,  which  is  so 

I  broad  and  inclusive  as  to  embrace  for  the  most 

part  the  other  answers  previously  enumerated. 

^  Necessity  for  Trained  Property 

Management 

^  There  was  a  time  in  the  growth  and  de¬ 
velopment  of  American  cities  when  prop¬ 


erties  seemed  to  advance  in  value  by  the 
sheer  momentum  of  population  growth  and 
the  attendant  concentration  of  merchan¬ 
dising  in  what  have  been  commonly  called 
100%  retail  districts  of  metropolitan 
downtown  areas. 

Of  late  years  the  influence  of  the  motor 
car,  reflected  through  the  downtown  traf¬ 
fic  congestion  and  the  development  of  mod¬ 
ern  shopping  districts  along  arterial  boule¬ 
vards,  has  thrown  a  strong  undercurrent 
force  of  decentralization  in  the  scale 
against  the  time-honored  forces  of  central¬ 
ization.  Properties  no  longer  “grow  up 
like  Topsy.”  Population  is  becoming  more 
static.  Trends  and  shifts  must  be  watched 
as  never  before.  Land  being  worth  what 
it  will  earn  w^e  all  know  that  many  prop¬ 
erties  will  never  again  pay  returns  on  what 
they  were  once  sold  for  or  considered  to 
be  worth. 

If  your  appendix  has  to  come  out, 
would  you  hire  a  butcher  to  do  the  job? 
No,  you  would  secure  the  services  of  the 
best  surgeon  available  and  would  not 
quibble  about  the  fee  to  be  charged. 

If  it  were  necessary  for  you  to  challenge 
the  constitutionality  of  a  law  similar  in 
scope  to  the  NRA  or  the  AAA,  would  you 
employ  a  police  court  lawyer  to  present 
your  case  before  the  United  States  Su¬ 
preme  Court? 

If  you  had  a  valuable  diamond  stone  to 
be  cut  and  set  in  a  ring,  would  you  seek 
a  marble  cutter  or  one  skilled  in  the  han¬ 
dling  of  precious  stones? 

These  questions  sound  ridiculous.  How¬ 
ever,  property  owners  are  far  less  consist¬ 
ent  when  they  hand  over  the  destinies  of 
million  dollar  properties  to  some  relative 
or  friend  who  may  have  the  very  best  of 
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references  as  to  character,  education  and 
deportment  but  may  not  have  had  the 
slightest  training  or  experience  in  the  sci¬ 
ence  of  building  management.  Further¬ 
more,  the  property  owner  may  make  an 
even  worse  mistake  by  trying  to  manage 
his  property  himself.  He  may  be  properly 
qualified  but  again  he  may  be  less  qualified 
than  the  butcher  is  to  perform  an  appen¬ 
dectomy. 

Generally  speaking,  property  owners  do 
not  realize  the  advantages  of  good  man¬ 
agement.  Often  they  simply  judge  their 
property  superficially.  If  the  exterior  of 
the  building  looks  nice,  they  are  proud  of 
its  appearance.  If  the  tenants  seem  to  be 
satisfactory,  they  seldom  take  the  trouble 
to  inquire  if  improvements  might  be  ac¬ 
complished  by  careful  analysis  and  study. 

Proper  Charges  for  Adequate  Services 

We  have  all  lived  long  enough  to  know 
that  we  invariably  get  just  about  what  we 
pay  for  in  this  old  world.  This  is  espe¬ 
cially  true  of  personal  and  professional 
services.  Once  in  a  while  we  may  defy 
the  rule  that  a  laborer  is  worthy  of  his 
hire  and  try  to  chisel  a  bit  but  we  usually 
learn  that  such  a  course  doesn’t  pay. 

All  of  which  leads  to  the  point  that 
property  owners  should  be  glad  to  pay 
those  entrusted,  with  the  management  of 
their  real  properties  compensation  suffi¬ 
cient  to  justify  thorough  and  painstaking 
performance  under  the  management  con¬ 
tract.  On  the  other  hand,  property  man¬ 
agers  should  charge  enough  for  their  serv¬ 
ices  to  enable  them  to  render  the  type  of 
service  that  will  best  serve  the  interests 
of  the  property  owner  and  at  the  same 
time  reflect  credit  upon  real  estate  as  a 
commodity  and  the  business  of  property 
management  as  a  profession. 

Fi'operty  management  is  not  merely  a 
matter  of  rent  collection  and  should  no 


longer  be  so  regarded.  It  involves  care- 1 
ful  analysis  in  clinic  sessions  attended  by  I 
experts  skilled  in  property  development,  \ 
selection  of  tenants,  fixing  of  rentals, 
proper  maintenance,  and  supervised  repair 
of  property.  Success  in  the  collection  of 
rentals  in  such  a  way  as  not  to  antagonize 
tenants,  and  the  bookkeeping  and  audit¬ 
ing  of  accounts  incident  to  the  compilation 
of  monthly  reports,  and  of  income  tax  and 
social  security  act  statements,  though 
highly  important,  are  but  routine  phases  ; 
of  any  management  program. 

The  necessity  of  having  efficient  per- 
sonel  to  administer  all  phases  of  property 
management  applies  not  only  to  the  han¬ 
dling  of  office  buildings,  commercial  build¬ 
ings  generally  and  to  hotels  and  apartment 
buildings,  but  also  to  the  care  of  houses 
and  of  farms. 

If  we  are  smart  enough  to  advise  prop¬ 
erty  owners  just  how  much  they  can  afford 
to  spend  on  repairs  to  hold  desirable  ten¬ 
ants,  or  on  modernization  to  attract  new 
ones,  how  much  they  can  safely  raise  rents 
without  running  the  risk  of  losing  ten¬ 
ants;  if  we  are  smart  enough  to  analyze 
and  interpret  both  the  red  ink  and  black 
ink  figures  of  a  complicated  office  build¬ 
ing  statement,  are  we  not  smart  enough  to 
ascertain  how  much  it  costs  us  to  run  each 
department  of  our  own  business?  If  not, 
should  we  not  practice  what  we  preach  by 
calling  in  expert  counsel  on  that  subject? 

It  is  generally  conceded  that  property 
management,  per  se,  is  not  profitable.  We 
all  know  that  many  property  management 
accounts  are  taken  at  a  loss.  I  once  knew 
of  a  large  office  which  very  frankly  took 
management  business  at  less  than  cost  on 
the  theory  that  these  accounts  would  be 
“feeders”  for  other  departments.  Though 
inexcusable  from  a  competitive  standpoint 
this  reasoning  might  have  been  sound 
from  a  purely  selfish  viewpoint  if  it  were 
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not  for  the  fact  that  other  departments 
were  also  run  at  a  loss  on  the  same  theory 
that  they  were  good  “feeders.” 

The  more  accounts  a  firm  takes  at  a  loss 
the  faster  and  more  completely  that  firm 
will  go  to  the  wall  unless  it  cheapens  its 
service  by  hiring  inefficient  help  or  takes 
secret  fees  and  commissions  at  the  expense 
of  its  clients  when  repair  work  is  done  or 
other  padded  expense  items  are  “put 
through.” 

Have  you  ever  stopped  to  wonder  why 
the  Institute  of  Real  Estate  Management 
of  our  National  Associations  condemns 
secret  rebates  and  discounts,  requires  all 
members  to  be  under  bond  and  insists  that 
all  clients’  funds  must  be  kept  in  separate 
bank  accounts?  Such  precautions  would 
hardly  be  necessary  if  all  Realtors  main¬ 
tained  uniform  charges  at  such  levels  that 
every  department  of  the  business  might,  if 
properly  handled,  return  a  reasonable 
profit. 

In  prosperous  times  the  company  in¬ 
come  may  be  swollen  by  big  sales,  merg¬ 
ers  or  some  extraordinary  transaction; 
but,  if  our  business  is  to  be  perpetuated  on 
a  proper  professional  plane,  we  must  build 
up  cash  reserves  in  good  times  so  that  we 
may  weather  the  depression  periods  with¬ 
out  embarrassment  to  ourselves  or  curtail¬ 
ment  of  the  services  to  which  our  clients 
are  rightly  entitled. 

Pride  and  ambition  are  fine  attributes. 
But  jealousy  and  greed  are  impish  and 
devilish.  Every  true  American  is  glad  to 
doff  his  hat  to  those  who  succeed  in  a  big 
way  strictly  on  merit  and  superior  per¬ 
formance,  but  there  should  be  neither  sat¬ 
isfaction  nor  honor  in  a  business  accumu¬ 
lated  through  the  cutting  of  fees  or  the 
practice  of  other  unfair  methods.  Some¬ 
times  I  think  we  should  supplement  the 
golden  rule  in  our  code  of  ethics  with  an¬ 


other  cardinal  principle  “Live  and  let 
live.” 

Modernization 

A  popular  means  of  making  property 
pay  better  returns  is  modernization.  Of 
late  years  the  trade  magazines,  the  news¬ 
papers,  the  government  agencies  having 
to  do  with  housing  and  building,  the  Real¬ 
tors,  architects  and  builders  have  preached 
the  modernization  gospel  assiduously.  “Be¬ 
fore  and  after”  pictures  have  been  depicted 
on  every  hand. 

I  take  it  we  are  all  strong  for  moderniz¬ 
ation  and  are  conscious  of  the  fine  results 
which  have  been  achieved  and  are  yet  to 
be  achieved  in  rejuvenating  and  redeem¬ 
ing  properties  that  have  needed  “face-lift¬ 
ing,”  so  to  speak.  You  cannot  indefinitely 
take  all  of  the  returns  out  of  a  property 
and  not  put  an3d;hing  back  in  improve¬ 
ments  if  you  expect  to  maintain  your  val¬ 
ues  and  keep  your  property  well  rented. 

In  our  own  Pacific  Northwest  cities 
some  outstanding  modernization  work  has 
been  done  both  on  store  fronts  and  in 
buildings,  particularly  in  the  lobbies,  cor¬ 
ridors,  and  elevators  of  office  buildings. 
We  are  proud  of  the  fact  that  our  busi¬ 
ness  buildings  are  so  modern  and  attrac¬ 
tive  that  we  need  not  apologize  to  visitors 
from  the  east  or  even  the  Continent  where 
far  greater  progress  has  been  made  in  this 
branch  of  architecture. 

However,  it  seems  to  me  that  a  word 
of  caution  is  in  order;  that  we  owe  our 
clients  a  duty  in  pointing  out  that  even 
a  good  thing  can  be  overdone.  Just  as 
crimes  are  committed  in  the  name  of  re¬ 
ligion,  so  may  tragedies  be  enacted  in  the 
fine  name  of  modernization. 

Modernization  is  not  a  cure-all  for  every 
distressed  situation.  If  you  have  a  prop¬ 
erty  situated  directly  in  the  path  of  activ¬ 
ity  where  most  of  the  national  chains  and 
the  leading  retail  merchants  are  anxious 
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to  locate  you  can  well  afford  to  go  along 
with  the  tide  and  advise  your  client  to 
modernize  in  such  a  way  as  to  bring  in¬ 
creasing  net  returns.  The  same  tactics 
will  not,  however,  work  successfully  in 
what  are  commonly  known  as  the  blighted 
areas  that  have  been  slipping  in  popular¬ 
ity.  It  is  just  as  necessary  to  study  which 
way  the  tide  is  going  in  retail  activity  as 
it  is  to  watch  the  tide  table  when  you  are 
preparing  to  go  in  the  surf  at  the  beach. 
When  the  tide  is  against  you  and  the  un¬ 
dertow  is  operating,  it  is  both  futile  and 
foolish  to  plunge  headlong  into  the 
breakers. 

It  is  not  difficult  to  market  the  T-bone 
of  the  steak  or  cook  it  in  such  a  way  as  to 
make  it  palatable  but  the  tough  string  at 
the  end  of  the  steak  presents  quite  a  dif¬ 
ferent  problem.  We  must  be  careful  not 
to  follow  the  leader  blindly  in  an  effort  to 
keep  up  with  the  Jonses  when  it  comes  to 
spending  real  money  in  modernization. 

Does  the  Estimated  Increased  Rental 
Justify  the  Cost? 

Before  advising  our  clients  to  appropri¬ 
ate  any  considerable  sum  for  moderniza¬ 
tion  we  should  as  nearly  as  possible  make 
sure  in  advance  that  a  sufficiently  in¬ 
creased  rental  and  sales  value  will  result 
to  justify  the  expenditure.  You  have  all 
seen  instances  where  old  buildings  have 
been  patched  up  with  occasional  modern¬ 
ized  fronts  at  total  expenditures  that 
would  perhaps  finance  the  construction  of 
an  entirely  new  building  of  a  modern  type 
more  properly  adapted  to  the  location.  Un¬ 
less  each  project  is  analyzed  minutely  in 
an  honest  effort  to  see  it  through  to  day¬ 
light  our  property  owner  client  is  apt  to 
wake  up  five  or  ten  years  from  now  and 
find  out  that  his  funds  were  spent  un¬ 
wisely  and  extravagantly.  The  ig^neral 
public  may  never  know  the  inside  facts 


and  figures  of  the  final  result  but  the  owner 
will  never  forget  them. 

When  you  present  the  “before  and 
after”  pictures,  you  should  also  be  pre¬ 
pared  to  show  the  “before  and  after” 
arithmetic.  As  a  matter  of  fact  the  full 
“before  and  after”  story  may  not  be  told 
officially  for  years  to  come.  For  these 
reasons  it  is  prudent  to  add  to  your  mod¬ 
ernization  costs  a  considerable  sum  for 
amortization  of  the  improvement,  say,  10 
per  cent  on  the  average,  plus  interest  over 
the  period  of  amortization.  This  sum,  ap¬ 
proximating  13  per  cent,  should  ordinarily 
be  added  to  the  rental  paid  by  the  tenant. 

However,  you  would  do  your  client  a 
still  better  service  if  you  could  persuade 
the  tenant  to  pay  at  least  a  substantial 
part  of  the  modernization  costs  in  ad¬ 
vance.  Bear  in  mind  that  a  building  is 
only  the  tool  employed  to  put  the  land  to 
work  and  that,  strictly  from  a  selfish 
standpoint,  the  tool  should  be  employed 
with  as  little  expenditure  as  seems  neces¬ 
sary. 

In  this  connection  you  will  all  be  able  to 
recall  instances  where  nearly  as  much 
money  has  been  spent  in  trying  to  rebuild 
an  old  house  as  an  entirely  new  house 
might  be  built  for.  The  result  is  that  in 
some  instances  you  wind  up  with  a  builf> 
over  antique  surrounded  on  all  sides  by 
old  houses.  I  am  not  preaching  against 
modernization  but  am  merely  admonish¬ 
ing  you  to  be  prudent  and  temperate  in 
how  far  you  carry  the  theory. 

As  far  back  as  Biblical  times  (1st 
Corinthians  7:31)  it  was  recognized  that 
“The  fashion  of  this  world  passeth  away.” 
Now  we  are  reminded  nightly  over  the 
radio  that  “Time  Marches  On.”  We  must 
be  careful  not  to  allow  the  style  conscious¬ 
ness  of  modernization  to  carry  us  too  far. 
Any  one  of  you  who  enjoys  the  pleasure 
of  paying  the  bills  for  ladies’  wearing  ap- 
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parel  realizes  that  style  consciousness  is 
expensive. 

Of  late  years  changes  have  been  coming 
fast  and  furiously  in  the  property  man¬ 
agement  field.  Radically  different  ma¬ 
terials  are  being  used,  air  conditioning, 
temperature  control,  and  sound  deadening 
are  being  called  for,  and  methods  of  light¬ 
ing  have  been  revolutionized.  Some  of  the 
largest  firms  in  the  country  have  built  de- 
parment  stores  as  well  as  factory  buildings 
entirely  devoid  of  windows  (the  new 
Sears-Roebuck  store  in  Chicago  and  the 
plant  of  the  Simonds  Saw  Company  in 
Massachusetts).  If  your  prospective  ten¬ 
ant  is  a  national  or  local  firm  of  outstand¬ 
ing  financial  ability,  you  are  much  safer  in 
proceeding  with  a  modernization  program 
than  you  would  be  if  the  tenant’s  perma¬ 
nence  were  questionable.  The  brand  new 
front  you  are  building  today  may  seem  to 
be  a  “perfect  36”  in  the  year  1936  but  ten 
years  from  now  it  may  look  like  a  Model 
T  Ford  alongside  of  one  of  the  present 
streamliners,  and  the  next  tenant  may 
want  an  entirely  new  style.  Before  pro¬ 
ceeding  with  the  job  secure  the  advice  of 
a  good  architect,  an  approximate  bid  from 
a  responsible  contractor,  and  take  plenty 
of  time  to  figure  the  program  out  on  a 
practical,  sensible  basis. 

A  Satisfactory  Modernization  Program 

A  very  good  example  of  justified  mod¬ 
ernization  was  revealed  in  Portland  last 
year  when  an  antiquated  five-story  build¬ 
ing  of  1889  vintage  was  reduced  to  a  mod¬ 
ern  two-story  building  covering  the  same 
area,  a  corner  50  x  100  feet.  Before  the 
modernization  plan  was  put  into  effect  the 
ground  floor  tenants  in  this  building  paid 
a  monthly  rental  of  $610.00  per  month. 
Considerable  additional  rent  was  obtained 
from  the  sixty  rooms  on  the  upper  four 
floors  of  the  building  but  the  actual  ex¬ 


penses  of  operating  these  upper  floors  ex¬ 
ceeded  the  total  income  from  them  by 
$150.00  per  month,  leaving  only  $460.00 
per  month  after  payment  of  actual  operat¬ 
ing  expenses.  This  amount  was  less  than 
the  taxes  on  the  property  which  approxi¬ 
mated  $6,000  a  year. 

After  the  modernization  was  completed 
at  an  expense  of  $30,000  the  ground  floor 
space  attained  a  rental  earning  power  of 
$1,025.00  per  month  and  the  entire  upper 
floor  of  the  building  was  rented  to  a  single 
tenant,  the  largest  residential  real  estate 
office  in  the  Pacific  Northwest,  at  a  rental 
averaging  $200.00  per  month  above  oper¬ 
ating  expenses. 

As  a  result  of  the  transition  in  the  build¬ 
ing  the  rental  income  was  increased  from 
$460.00  per  month  to  $1,225.00  per  month, 
$14,700  per  year  or  $8,700  per  year  above 
taxes.  Furthermore,  the  tenants  on  the 
ground  floor  were  not  allowed  any  rebate 
in  rental  during  the  time  the  reconstruc¬ 
tion  was  in  progress  and  under  the  new 
leases  the  ground  floor  tenants  are  no 
longer  given  free  heat  as  was  the  case  be¬ 
fore  the  building  was  modernized.  The 
taxes  on  the  renovated  property  will  re¬ 
main  practically  the  same  as  they  were  on 
the  47  year  old  building  by  reason  of  the 
fact  that  the  present  building,  while  new, 
is  but  two  stories  in  height  as  compared 
with  the  former  five-story  structure. 

Contrasted  with  the  above  illustration 
another  five-story  building  rather  simi¬ 
larly  situated  with  respect  to  the  down¬ 
town  retail  area  although  in  a  different 
direction  was  in  recent  years  modernized 
at  a  total  expense  of  approximately 
$27,000.  The  results  in  the  latter  case  was 
not  satisfactory.  For  a  period  of  the  last 
five  years  this  building  has  fallen  70  per 
cent  shy  of  being  able  to  pay  its  taxes  out 
of  income  after  the  operating  expenses 
have  been  taken  care  of.  This  building 
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was  not  reduced  in  height  and  was  not 
modernized  as  to  elevator  equipment',  most 
of  the  modernization  work  being  done  on 
the  exterior  walls  and  store  fronts  of  the 
building. 

Even  the  most  expensive  elevator  and 
lobby  modernization  programs  in  well-lo¬ 
cated  Class  A  office  buildings  seem  to  be 
paying  their  way  by  pleasing  old  tenants 
and  attracting  new  ones.  The  same  is 
true  of  new  style  store  fronts  in  the  best 
retail  blocks,  and  well-built  homes  in  the 
better  districts.  On  the  other  hand,  ex¬ 
travagant  expenditures  on  old  buildings, 
old  stores,  and  old  homes  in  passe  districts 
come  under  the  heading  of  misplaced  im¬ 
provements,  the  lessons  of  which  are 
familiar  to  every  student  of  real  estate. 

Percentage  Leases 

Utilization  of  percentage  leases  often  in¬ 
creases  the  earnings  of  a  business  prop¬ 
erty  especially  in  times  of  depression  when 
conservative  tenants  of  fine  standing  are 
reluctant  to  speculate  with  a  location  even 
though  they  are  convinced  that  it  will 
prove  out. 

We  are  now  coming  into  a  period  of  in¬ 
creasing  rents  when  many  property  own¬ 
ers  are  thankful  that  they  accepted  the 
percentage  lease  principle  a  few  years  ago 
instead  of  holding  to  flat  rentals.  In  the 
percentage  lease  field  the  problem  of  the 
broker  is  to  determine  the  best  type  of 
business  for  the  subject  property  and  the 
best  available  tenant  of  the  type  deter¬ 
mined  upon  for  the  use  of  the  property. 

Except  under  extraordinary  circum¬ 
stances  and  with  strictly  triple  A  tenants 
as  lessees,  few  property  owners  and  prop¬ 
erty  managers  are  willing  to  venture  into 
a  percentage  lease  which  does  not  contain 
the  usual  restrictions,  such  as,  the  stipu¬ 
lation  of  a  minimum  guaranteed  rental  ap¬ 
proximating  between  two-thirds  and  three- 
quarters  of  the  acknowledged  market 


rental,  the  inclusion  of  a  recapture  clause  f 
to  be  exercised  in  the  event  the  rental  does  i 
not  live  up  to  advance  expectations,  provi-  I 
sions  governing  the  hours  the  store  is  to  * 
be  kept  open,  the  amount  of  inventory  and  I 
advertising  to  be  carried,  provisions  for  I 
auditing  the  books,  and  agreement  on  the  | 
part  of  the  tenant  not  to  locate  a  compet¬ 
ing  store  within  a  given  distance  of  the 
subject  location. 

There  are  those  who  argue  that  loca¬ 
tions  which  are  now  bringing  handsome 
percentage  bonuses  above  minimum  rent¬ 
als  would  be  earning  approximately  the 
same  returns  under  flat  rental  leases  nego¬ 
tiated  on  the  proper  basis  but  most  stu¬ 
dents  of  the  subject  seem  to  agree  that  the 
percentage  lease  has  been  a  happy  innova¬ 
tion  for  property  owners  as  well  as 
tenants,  being  a  common  meeting  ground 
that  is  often  the  only  basis  for  agreement 
in  times  of  doubt  and  hesitation. 

Building  Up  Income 

In  considering  means  of  increasing 
property  income  our  thoughts,  of  course,  ■ 
dwell  first  upon  the  possibility  of  increas¬ 
ing  rentals.  Here  the  law  of  supply  and 
demand  figures  prominently.  For  this  rea¬ 
son  it  is  highly  important  that  a  building 
manager  know  what  rents  and  practices 
are  prevailing  in  competitive  buildings. 

He  must  also  work  in  hearty  co-operation  | 
with  other  members  of  the  building  fra¬ 
ternity  in  striving  to  uphold  the  rent 
structures. 

Recently  in  taking  over  the  manage¬ 
ment  of  a  six-story  office  building  that  was 
located  in  the  older  office  building  district 
of  Portland  we  discovered  that  the  upstairs 
space  in  the  building  was  being  rented  at 
very  much  below  actual  cost.  Therefore 
we  decided  to  experiment  by  sending  a  let¬ 
ter  to  each  office  tenant  in  the  building  ad¬ 
vising  him  of  an  increase  in  rental  and 
outlining  frankly  the  financial  status  of 
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the  building  from  an  operating  stand¬ 
point. 

In  courteous  language  and  in  a  spirit  of 
fair  play  we  outlined  the  reason  why  the 
building  could  no  longer  furnish  service 
at  less  than  cost.  As  a  result  of  this  plan 
the  income  position  of  the  building  was  in¬ 
creased  approximately  28  per  cent  through 
actual  increases  in  rent  and  an  accompany¬ 
ing  economy  in  electrical  consumption.  To 
illustrate  the  method  used  in  this  approach 
the  letter  sent  to  the  various  tenants  is 
herewith  quoted  verbatim  except  that 
hypothetical  names  are  used: 

(COPY) 

Mr.  John  Doe, 

Example  Building, 

Portland,  Oregon 
Dear  Sir: 

On  May  1,  19.‘>5  when  this  office  took  over 
the  management  of  the  Example  Building  the 
financial  condition  of  the  building  presented  a 
sorry  picture.  There  were  outstanding  at  that 
time  approximately  $1700.00  in  bills  due  the 
Northwestern  Electric  Company  and  Portland 
General  Electric  Company  for  steam  heat  and 
electric  light.  The  Northwestern  Electric 
Company  was  at  that  time  on  the  verge  of  dis¬ 
continuing  the  steam  service  completely  for 
non-payment  of  their  account.  In  addition  to 
the  above  there  were  other  bills  outstanding 
against  the  building. 

The  Example  Building  has  been  selling  its 
wares  for  a  considerable  period  of  time  for  less 
than  cost.  Being  in  business  yourself  we  know 
you  can  fully  appreciate  that  no  business  can 
continue  indefinitely  on  such  a  basis.  If  the 
merchandise  or  service  which  you  are  selling 
is  costing  you  $1.00  it  goes  without  saying  that 
you  could  not  continue  in  business  for  long  if 
you  were  to  sell  this  merchandise  for  80c,  yet 
that  is  what  the  Example  Building  has  been 
doing  in  the  sale  of  its  space. 

We  do  not  wish  to  burden  you  with  a  tale  of 
woe,  as  you  may  have  plenty  of  troubles  of 
your  own,  but  we  would  like  to  give  you  a  fair¬ 
ly  clear  picture  of  the  problems  with  which  we 
are  faced  in  the  management  of  this  property. 
We  are  forced  at  this  time,  in  view  of  the  ex¬ 
isting  financial  condition  of  the  building,  to  call 
upon  you  to  pay  more  rental  for  the  space 
which  you  occupy,  as  indicated  in  the  attached 
letter,  and  that  is  the  reason  we  are  attempt¬ 
ing  to  give  you  a  clear  explanation  of  the 
necessity  for  this  action. 


We  trust  that  you  will  not  feel  that  we  are 
taking  any  unfair  or  arbitrary  position  in 
this  matter.  We  do  feel  that  even  with  the 
increased  rental  you  are  called  upon  to  pay 
that  it  will  be  impossible  for  you  to  get  any¬ 
thing  more  reasonable  in  the  city  of  Portland. 
If  the  new  schedule  is  more  than  your  business 
will  justify,  possibly  we  might  be  able  to  ar¬ 
range  some  other  quarters  in  the  building  for 
you  or  cut  down  your  present  space  in  order 
to  keep  the  rent  at  a  point  which  you  feel  you 
can  afford. 

The  income  of  the  building  at  the  present 
time  is  approximately  $1,000.00  per  month.  The 
expenses  are  approximately  as  follows: 

Yearly 

Operating  expense — light,  heat. 


wages,  etc . $10,800.00 

Insurance  .  750.00 

Assessments  .  630.00 

Taxes— 1935  .  3,114.00 

Repairs  and  Renew'als  .  750.00 

Total  . $16,044.00 


In  other  words,  the  property  is  at  the  pres¬ 
ent  time  losing  slightly  over  $4,000.00  a  year, 
or  $337.00  a  month.  This  $16,044.00  is  only  the 
amount  necessary  to  make  the  property  break 
even  at  the  present  time  and  would  not  give 
the  owners  any  return  on  their  investment. 

There  is  nothing  whatsoever  to  hide  in  con¬ 
nection  with  the  financial  condition  of  this 
building.  We  would  be  glad  to  have  you  confer 
with  us  regarding  any  of  these  items.  Please 
feel  free  to  do  this  at  any  time  and  we  on  our 
part  would  be  grateful  for  any  suggestions  you 
might  be  able  to  make  to  us. 

As  stated  in  the  forepart  of  this  letter  we 
fully  realize  and  appreciate  that  you  are  not  in¬ 
terested  in  listening  to  any  hard-luck  story  or 
tale  of  woe — you  are  interested  in  getting  the 
space  you  occupy  as  cheaply  as  possible.  We 
on  our  part  have  a  task  to  perform  in  attempt¬ 
ing  to  put  this  building  on  a  self-supporting 
basis  and  that  is  the  reason  we  would  like  you 
to  have  an  understanding  of  the  facts. 

We  do  ask  one  consideration  in  this  mat¬ 
ter,  and  that  is, — the  price  that  we  are  calling 
upon  you  to  pay  is,  we  believe,  as  reasonable 
as  anything  else  you  can  get  in  the  city,  and 
we  hope  that  you  will  continue  in  the  building 
without  any  feeling  that  this  office  is  taking 
an  unfair  attitude.  We  would  appreciate  your 
co-operation  in  the  matter. 

Yours  very  truly, 

COMMONWEALTH,  INC. 

GM:GM  By:  (signed)  Gerard  Macnamara 

Consider  the  Upper  Floors 

It  is  surprising  how  often  property  own- 
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ers  and  also  we  building  managers  neglect 
to  determine  whether  or  not  the  upper  por¬ 
tions  of  an  office  building  are  being  oper¬ 
ated  at  a  profit.  Determination  of  this 
fact  is  especially  important  in  the  han¬ 
dling  of  office  buildings  below  the  Class  A 
grade  situated  in  what  might  be  termed 
the  fringe  of  the  business  district.  In  in¬ 
stances  where  the  fortunes  of  the  ground 
floor  tenants  are  not  dependent  upon  the 
population  of  the  upper  floors  in  the  build¬ 
ing  it  is  wise  to  face  the  issue  squarely  and 
determine  whether  or  not  it  is  advisable  to 
close  the  upper  floors  entirely,  thereby  sav¬ 
ing  substantial  losses  in  the  building  oper¬ 
ation. 

In  one  instance  where  the  upper  floors 
were  not  producing  nearly  as  much  as  the 
actual  operating  expenses  of  the  space  an 
economy  plan  was  put  into  effect  whereby 
the  cleaning  charges  were  radically  re¬ 
duced  by  requiring  that  some  of  the  ten¬ 
ants  paying  only  nominal  rentals  keep  up 
their  own  premises.  Other  payroll  econo¬ 
mies  were  also  put  into  effect. 

In  another  case  the  ground  floor  ten¬ 
ants  were  being  furnished  with  free  hot 
and  cold  water,  and  steam  heat,  and  all 
ground  floor  tenants  including  the  prin¬ 
cipal  tenant,  a  theatre,  were  paying  their 
electric  bills  direct  to  the  utility  company. 
Changes  were  put  into  effect  requiring  the 
ground  floor  tenants  to  pay  for  the  hot 
and  cold  water  and  steam  heat  used  by 
them ;  and  the  electricity  used  by  the  thea¬ 
tre  and  stores  was  measured  through  a 
central  meter,  thereby  giving  the  building 
a  substantial  profit  in  buying  the  electric¬ 
ity  at  wholesale  and  collecting  from  the 
tenants  at  the  retail  rate.  These  changes 
brought  about  an  increase  of  15  or  20  per 
cent  in  the  building  income. 

When  Razing  Pays 

Perhaps  you  have  heard  the  classic 
example  of  the  old  Chamber  of  Commerce 


Building  in  Portland,  a  ten-story  office 
structure  that  was  torn  down  and  turned 
into  an  automobile  parking  station.  While 
this  building  was  located  in  a  rather  active 
office  building  district  and  had  once  been 
a  leader,  it  had  passed  the  stage  where  it 
might  be  modernized  advantageously.  At 
the  time  its  owners  reached  a  decision  to 
tear  it  down,  the  tax  bill  against  the  prop¬ 
erty  was  $15,000  a  year.  Yet  the  building 
for  a  time  did  not  earn  actual  operating  ex¬ 
penses  and  therefore  did  not  produce  any¬ 
thing  to  apply  on  the  tax  bill. 

When  the  building  was  torn  down  the 
tax  bill  was  cut  almost  exactly  in  two,  the 
owners  were  not  required  to  meet  any  fire 
insurance  or  liability  insurance  premiums 
on  the  building,  and  were  not  required  to 
set  anything  aside  for  building  repairs  or 
maintenance.  The  bare  land  was  rented 
for  $650.00  per  month  for  automobile 
parking  purposes  which  has  more  than 
paid  for  all  of  the  taxes  levied  against  the 
property  and  left  a  small  cash  surplus. 

The  razing  of  this  large  office  structure 
covering  a  half  block  area  200  x  100  feet 
in  dimensions  not  only  brought  relief  and 
benefit  to  the  owners  of  the  property  but 
materially  benefited  the  owners  of  adjoin¬ 
ing  office  buildings  by  furnishing  them 
with  tenants  formerly  occupying  the  razed 
building  and  supplying  a  large  area  for 
the  parking  of  automobiles  suiting  the  con¬ 
venience  of  tenants  and  customers  of  the 
other  office  buildings  remaining  in  the 
neighborhood.  Furthermore,  the  elimina¬ 
tion  of  the  old  building  made  the  building 
site  more  inviting  for  future  development 
and  placed  its  owners  in  a  position  to  con¬ 
sider  building  plans  of  a  constructive 
nature  whenever  such  an  opportunity  may 
be  presented. 

We  have  had  several  instances  within 
the  last  year  or  two  when  it  was  necessary 
to  tear  down  buildings  in  order  to  avail 
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ourselves  of  opportunities  to  improve  the 
financial  position  of  client  properties.  In 
one  case,  a  hotel  building  of  several  stories 
was  removed  to  make  way  for  the  sale  of 
a  part  of  the  property  to  one  of  the  large 
oil  companies  and  the  development  of  the 
other  corner  as  a  used  car  lot  to  the  dis- 
‘  tinct  advantage  of  the  property. 

Another  instance  involved  a  triangular 
corner  a  few  blocks  from  the  business  dis¬ 
trict  where  a  small  frame  hotel  and  store 
building  had  been  erected  some  forty  years 
ago.  At  the  time  it  was  decided  to  raze 
this  structure,  the  entire  building  was  re¬ 
turning  an  average  monthly  rental  of 
$132.45.  Simultaneous  with  the  signing 
of  the  contract  to  wreck  the  building,  a 
lease  was  executed  with  one  of  the  leading 
automobile  firms  stipulating  an  average 
rental  of  $187.50  per  month  over  a  period 
of  years.  In  addition  to  the  benefit  of  in¬ 
creased  rental  the  owners  of  this  property 
will,  of  course,  effect  considerable  savings 
in  the  elimination  of  tax,  insurance,  and 
repair  charges  which  were  formerly  placed 
against  the  building.  The  ground  taxes 
on  this  property  are  less  than  $1,000. 

Auto  Parking  Provisions 

Due  to  traffic  congestion,  provision  for 
the  parking  of  automobiles  within  or  near 
office  buildings  is  extremely  desirable.  In 
one  of  our  largest  office  buildings  in  Port¬ 
land,  a  medical  building  equipped  with  a 
garage  in  the  basement,  we  have  for  the 
past  several  years  offered  to  patrons  of 
the  doctors  in  the  building  free  parking  in 
the  garage  for  a  period  of  one  hour.  These 
patrons  are  given  a  card  at  the  time  their 
cars  come  into  the  building  and  these  cards 
are  signed  by  the  attending  physician  to 
evidence  the  call.  At  the  end  of  each  month 
the  proprietor  of  the  garage  is  credited  by 
the  building  with  10  cents  for  each  card 
presented.  We  have  found  that  this  fea¬ 


ture  is  very  much  appreciated  by  the  doc¬ 
tors  as  well  as  their  patients. 

Rebates  for  Prompt  Payment 

In  this  same  building  we  have  been  al¬ 
lowing  a  rebate  of  10  per  cent  on  current 
bills  paid  prior  to  the  10th  day  of  each 
month  this  plan  being  put  into  effect  in 
lieu  of  making  any  rental  reductions.  We 
have  now  supplemented  this  plan  by  re¬ 
quiring  that  no  tenant  owing  any  delin¬ 
quent  rent  is  entitled  to  this  monthly  re¬ 
bate  unless  a  substantial  payment  is  made 
each  month  on  the  delinquent  account  in 
addition  to  the  prompt  payment  of  the 
current  monthly  rent.  As  a  result  of  this 
plan  monthly  collections  are  more  than  100 
per  cent  of  the  current  schedule.  Incident¬ 
ally,  the  building,  which  commands  the 
highest  rents  in  the  city,  has  better  than 
97  per  cent  occupancy  and  there  has  not 
been  a  single  reduction  in  rental  over  the 
period  the  10  per  cent  rebate  has  been  al¬ 
lowed  for  prompt  payment. 

The  fact  that  a  building  is  97  per  cent 
occupied  does  not  necessarily  mean  that  it 
is  successfully  managed.  The  test  is  as  to 
whether  or  not  the  space  is  rented  at  the 
proper  rates  and  whether  or  not  discre¬ 
tion  is  used  in  the  selection  of  desirable 
tenants  who  will  bring  credit  to  the  prop¬ 
erty  and  make  the  building  more  attrac¬ 
tive  to  prospective  tenants  of  the  type  or 
types  dominant  in  the  building.  For  your 
information,  the  average  monthly  collec¬ 
tions  in  the  property  just  referred  to  were 
$8,500  per  month  during  the  year  1933 
whereas  they  are  now  more  than  $10,500 
per  month. 

Sub-Leasing  Entire  Buildings 

No  doubt  those  of  you  who  have  been 
engaged  in  the  management  of  hotel  and 
apartment  house  properties  have  often 
been  importuned  by  prospective  lessees  to 
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rent  building-s  in  their  entirety.  It  has 
been  our  definite  policy  not  to  rent  hotels 
or  apartments  to  any  lessees  on  the  ground 
that  there  are  not  “two  profits”  in  the 
handling  of  such  properties.  By  this  I 
mean  that  proper  management  will  not 
only  insure  the  owner  of  the  building  the 
rental  which  could  be  paid  by  any  lessee 
but  also  the  profit  above  such  rental  that 
the  lessee  would  expect  to  take  for  his 
services. 

Furthermore,  as  long  as  human  nature 
endures  the  lessee  will  not  give  a  rented 
property  the  same  care  and  will  not 
guard  its  reputation  as  carefully  as  he 
would  if  he  himself  owned  the  property. 
There  is  also  the  additional  point  that  the 
owner  who  operates  his  own  property 
through  a  property  management  concern 
has  control  of  the  property  at  all  times  and 
is  readily  in  a  position  to  sell  the  property 
to  advantage  in  case  an  opportunity  is 
presented  at  any  time. 

Maintaining  The  Neighborhood 

You  all  know  of  instances  where  a  busi¬ 
ness  property,  perhaps  a  key  corner  in  an 
important  district,  is  so  dilapidated  in  ap¬ 
pearance  and  character  or  so  inadequately 
or  unwisely  developed  that  it  exercises  a 
baneful  influence  on  all  properties  in  the 
immediate  district.  In  instances  of  this 
kind  it  seems  to  me  that  it  is  the  duty  of 
property  managers  at  least  to  make  an  at¬ 
tempt  to  correct  the  situation  by  organiz¬ 
ing  the  property  owners  of  the  district  af¬ 
fected  in  the  hope  that  a  solution  of  the 
problem  may  be  worked  out  by  collective 
effort. 

This  solution  might  be  obtained  by  edu¬ 
cating  the  offending  owner  in  the  science 
of  real  estate  management,  by  actually 
showing  him  how  the  remedy  might  be 
provided  or  perhaps  by  going  to  the  ex¬ 
tremity  of  organizing  a  syndicate  to  pur¬ 
chase  the  property  and  eliminate  its 


blighting  influence  from  the  neighborhood 
by  promoting  a  new  development  best 
adapted  to  the  particular  location. 

As  these  various  cases  are  being  enum¬ 
erated  I  am  conscious  of  the  fact  that  most 
of  the  properties  quoted  are  what  might 
be  called  “problem”  buildings.  Properties 
that  are  prosperous  do  not  present  the 
same  problems  found  in  the  older  and  less 
popular  buildings  and  for  that  reason  it 
is  necessary  to  tell  a  few  sad  stories  in 
order  to  bring  out  the  illustrations  de¬ 
sired. 

Reducing  Expenses 

On  the  subject  of  economies,  which  of 
necessity  involves  details  for  the  most 
part,  there  is  not  much  which  can  be  said 
in  a  talk  except  to  advocate  the  exercise 
of  eternal  vigilance  in  striving  to  elimi¬ 
nate  all  wastes  and  extravagances. 

Whenever  a  major  project  of  repair  or 
improvement  is  contemplated,  it  is  im¬ 
perative  that  definite  specifications  should 
be  prepared,  and  that  provision  be  made 
to  supervise  the  work  to  be  done,  and  to 
follow  up  the  project  by  careful  inspection 
to  completion.  If  work  of  this  type  is  to 
be  handled  properly,  it  is,  of  course,  neces¬ 
sary  to  conduct  a  maintenance  department 
supported  by  skilled  men  of  experience 
who  know  how  to  purchase  materials  and 
services  at  the  proper  prices,  giving  their 
clients  the  advantage  of  whatever  econo¬ 
mies  may  be  effected  in  an  operation  of 
large  volume.  In  such  work  it  is  not  only 
proper,  but  is  advisable  from  the  stand¬ 
point  of  the  property  owner,  that  a  defi¬ 
nite  maintenance  and  supervision  fee  of 
10%  be  paid  the  property  managers  on 
the  basis  of  the  actual  cost  of  the  work 
performed. 

In  instances  where  residential  prop¬ 
erties  are  involved  it  is  very  important 
that  property  managers  provide  a  definite 
service  for  the  regular  supervision  of 
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property.  This  should  include  arrange¬ 
ments  to  inspect  all  vacant  houses  fre¬ 
quently,  see  that  the  lawns  are  kept  in 
shape,  and  the  buildings  locked  against 
prowlers  and  thieves  who  are  wont  to 
break  into  houses  and  steal  heating,  light¬ 
ing,  and  plumbing  equipment.  It  is  also 
I  very  important  before  the  cold  weather 
starts  each  year  that  the  water  be  shut 
off  and  all  pipes  drained. 

I  If  this  service  is  properly  performed, 
property  managers  are  entitled  to  a  rea¬ 
sonable  compensation  for  the  handling  of 
all  residential  properties  including  the 
vacant  houses  from  which  no  rents  are 
collected.  For  this  reason  the  old  plan  of 
paying  the  property  managers  a  fixed  per¬ 
centage  of  collections  made  in  residential 
properties  is  unsound.  As  a  matter  of 
fact  the  vacant  properties  and  the  cheaper 
houses  which  command  only  nominal 
rents  require  much  more  attention  from 
all  departments  of  property  management 
than  the  finer  homes  which  command  the 

I  higher  rentals. 

In  the  management  of  office  buildings, 
hotels,  or  large  apartment  buildings  re¬ 
quiring  the  services  of  resident  employees 
I  a  great  deal  depends  upon  the  selection  of 
[  efficient  superintendents  and  other  em- 

Iployees.  Furthermore,  these  employees, 
however  efficient  they  may  be,  must  be 
supervised  closely  and  must  be  carefully 
[  trained  in  order  to  accomplish  the  best 
t  results. 

[  Inasmuch  as  the  tax  bill  consumes  a 


considerable  proportion  of  the  entire  in¬ 
come  of  any  property  it  is  the  duty  of 
property  managers  to  make  every  pos¬ 
sible  effort  to  see  each  year  that  the 
client’s  property  is  assessed  fairly  and 
equitably. 

It  is  also  incumbent  upon  the  property 
managers  to  make  certain  that  all  prop¬ 
erties  under  their  management  are  ade¬ 
quately  but  not  extravagently  insured 
and  that  all  hazards  are  guarded  against, 
especially  the  many  liabilities  incident  to 
the  ownership  of  property  where  bodily 
injuries  might  be  sustained  by  the  ten¬ 
ants,  their  customers,  or  the  general  pub¬ 
lic.  Incidentally  a  property  manager  can¬ 
not  afford  to  accept  the  management  of 
any  property  unless  he  is  also  fully  pro¬ 
tected  against  all  liabilities  that  might  be 
reasonably  anticipated. 

Conclusion 

To  summarize  the  various  points  which 
I  have  tried  to  make,  rental  properties 
may  best  be  restored  to  a  profitable  basis 
by  intelligent  management  properly  com¬ 
pensated  for  and  aggressively  applied  to 
the  various  problems  and  opportunities 
incident  to  the  modernization  of  the  prop¬ 
erty,  the  consummation  of  percentage 
leases  under  circumstances  favorable  to 
that  type  of  tenure,  and  by  a  constant 
effort  to  use  every  legitimate  and  sensible 
means  of  increasing  the  gross  income  at 
the  same  time  general  economies  are  put 
into  effect. 


,|c  4:  4! 


What  Is  Depreciation  ? 


By  Morton 

i^rpHROUGHOUT  all  history  the 
I  greatest  minds  of  each  genera¬ 
tion  have  searched  unsuccessfully 
for  the  ‘Elixir  of  Youth’  —  the  yet  un¬ 
known  and  unplaced  element  which  shall 
stay  the  ravages  of  time.  Modern  achieve¬ 
ments  in  medical  and  other  sciences  have 
been  such  as  to  lend  some  hope  for  a 
longer  life  expectancy ;  in  fact,  the  bibli¬ 
cal  span  of  ‘three  score  and  ten’  might 
well  be  outmoded  were  it  not  for  the  off¬ 
setting  hazards  of  sudden  death  from 
causes  unknown  a  quarter  century  ago — 
the  penalties  of  advancing  civilization. 

“The  human  machine  lasts  longer  in  a 
temperate  climate  and  under  a  pleasant 
environment  and  each  community  has  its 
favorite  refuge  for  repose  and  rejuvena¬ 
tion.  And  in  the  mechanical  world,  as 
well,  the  productive  machinery  must  be 
allotted  a  period  of  rest,  and  undergo  re¬ 
habilitation  if  it  is  to  render  the  highest 
degree  of  service. 

“Man,  however,  has  been  ruthless 
through  the  ages.  He  has  been  wasteful 
of  the  earth’s  resources  and  careless  with 
the  tools  with  which  he  works.  His  great¬ 
est  enemy  has  been  and  still  is  deprecia¬ 
tion,  a  relentless  foe  of  the  guerilla  type 
which  cannot  be  defeated  and,  at  best,  can 
only  be  held  in  check, 

“The  recent  past  has  been  marked  by 
great  technological  development,  by  the 
wholesale  scrapping  of  efficient  facilities 
for  those  of  greater  and  greater  capacity. 
Age  and  deterioration  have  been  the 
smallest  factors  in  the  limiting  of  the  use¬ 
ful  life  of  much  of  our  productive  equip¬ 
ment. 

“The  coming  era  must  be  one  of  con¬ 
servation  and  coordination,  of  internal 
reorganization  rather  than  expansion.  If 


.  Thalhimer 

we  are  not  to  lose  that  which  we  have 
gained,  time  must  be  set  aside  for  recon¬ 
struction.  If  we  are  to  set  up  an  adequate 
defense  against  the  ravages  of  deprecia¬ 
tion  we  must  learn  its  methods  of  attack 
and  strengthen  the  most  vulnerable  ap¬ 
proaches.  The  real  estate  appraiser  is 
vitally  concerned  with  this  complex  prob¬ 
lem  and  his  efforts  will  aid  materially  in 
its  solution. 

“The  Nation’s  productive  equipment 
must  inevitably  deteriorate,  but  with  in¬ 
telligent  planning  we  shall  extend  the  span 
of  life,  augment  the  units  of  utility,  and 
thereby  to  a  measurable  degree — retard 
this  thing  we  call  depreciation.’' 

The  above  editorial  appeared  in  the 
Journal  of  the  American  Institute  of  Real 
Estate  Appraisers,  in  the  issue  of  October, 
1935.  In  the  same  issue  was  a  very  com¬ 
prehensive  article  entitled,  “Depreciation.” 
While  this  article  deals  particularly  with 
depreciation  from  the  viewpoint  of  the 
appraiser,  it  neverthless  is  worthy  of  note 
here,  in  order  that  property  management 
may  start  off  with  a  clear-cut  and  com¬ 
prehensive  understanding  of  Depreciation 
from  its  various  points  of  view.  Hence, 
there  is  quoted  below  a  portion  of  this 
article : 

“Depreciation  is  a  loss  in  desirability,  price 
and  value,  irrespective  of  the  cause.  It  is  an 
effect.  In  appraisal  technique,  the  term  is  rela¬ 
tive,  usually  comparing  the  condition  and  desir¬ 
ability  of  a  structural  unit  as  of  different  mo¬ 
ments  in  time. 

The  major  causes  of  depreciation  may  be 
catalogued  under  the  following  headings: 

1.  Physical  Depreciation,  or  deterioration, 
which  is  the  loss  in  value  occasioned  by 
wear  and  tear,  disintegration,  use  in  service, 
and/or  the  action  of  the  elements.  It  is 
measured  by  a  comparison  of  the  existing 
physical  condition  of  the  building  with  that 
of  a  similar  new  one; 

2.  Functional  Depreciation,  or  obsolescence, 
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which  is  the  loss  in  value  arising  from  de¬ 
creased  utility,  inadequacy,  over-capacity, 
changes  in  the  arts  and  sciences,  or  other 
influences  which  affect  the  structure  itself, 
or  which  affect  its  relation  with  other  items 
in  a  larger  property.  This  type  of  deprecia¬ 
tion  arises  from  conditions  inherent  in  the 
structure  itself; 

3.  Economic  Depreciation,  or  obsolescence, 
which  is  the  loss  in  value  arising  from  de¬ 
creased  utility  of  the  structure,  occasioned 
by  external  economic  conditions  affecting 
the  character  or  degree  of  its  utilization. 
This  item  of  depreciation  does  not  arise  from 
conditions  inherent  in  the  structure  but  from 
those  outside  of  and  environing  it. 

For  the  sake  of  clarity  it  may  be  well  to 
point  out  that  a  ‘decreased  utility’  of  the  struc¬ 
ture  may  be  called  either  a  ‘functional’  or  an 
‘economic’  depreciation,  depending  entirely  upon 
the  cause  which  brought  it  about.  If  the  cause 
is  some  condition  within  the  structure  itself, 
then  it  is  ‘functional’;  if  without  the  structure, 
it  is  ‘economic.’  ” 

The  Property  Management  Department 
of  the  Realtor’s  office  is  primarily  inter¬ 
ested  in  what  it  should  advise  the  owner 
of  real  estate  to  do  to  lessen  depreciation, 
regardless  of  the  causes  which  may  be 
bringing  it  about.  It  places  upon  the  prop¬ 
erty  management  department  a  responsi¬ 
bility  that  cannot  be  intelligently  carried 
out  unless  the  property  manager  has  a 
complete  and  full  understanding  of  all  the 
factors  entering  into  every  type  of  depre¬ 
ciation  and  obsolescence. 

Physical  Depreciation  is  brought  about 
by  the  following  causes :  Normal  wear 
and  tear;  excessive  wear  and  tear;  dam¬ 
age  from  outside  sources,  which  occurs 
frequently  in  vacant  property;  wearing 
out  of  pipes;  termites;  dry-rot  and  decay; 
settling  of  buildings  and  undermining  of 
foundations  from  outside  causes;  corro¬ 
sion  of  iron  and  crystalization  of  steel; 
wearing  out  of  roofs;  effect  of  sun  on 
woodwork  and  paint,  etc.,  etc. 

Functional  Depreciation,  or  obsolescence, 
is  brought  about  by  changing  of  uses  and 
improvement  in  construction  and  equip¬ 
ment; — for  example,  in  residential  prop¬ 
erty,  where  the  ceiling  pitch  is  too  high. 


where  the  rooms  are  excessively  large,  the 
bath  rooms  have  wooden  floors  and  old- 
fashioned  fixtures,  the  usefulness  of  all  of 
which  have  a  definite  life,  but  where  more 
modern  equipment  has  become  universally 
used.  In  business  properties  it  may  oc¬ 
cur  from  too  high  a  pitch,  too  short  a 
span  from  the  beam,  where  posts  ob¬ 
struct,  where  the  elevators  are  very  old- 
fashioned,  such  as  hydraulic,  where  the 
heating  systems  are  entirely  obsolete  or 
inadequate,  where  the  plumbing  pipes  are 
exposed,  etc. 

Economic  Depreciation,  or  obsolescence, 
is  usually  brought  about  by  a  decreasing 
population;  infiltration  of  inharmonious, 
illegal,  or  immoral  uses;  infiltration  of 
people  of  lower  living  standards;  local, 
state,  or  national  legislation;  change  in 
methods  of  selling  or  manufacturing; 
labor  conditions  which  bring  about  neces¬ 
sary  changes  in  methods  or  place  of  manu¬ 
facture,  etc. 

We  can  summarize  the  definitions  of  De¬ 
preciation  by  quoting  from  Appraisal 

Terminology  as  follows: 

“Depreciation:  Loss  in  value  from  any  cause. 
In  appraisal  technique  it  is  relative,  usually  ca¬ 
pable  of  expression  in  terms  of  money;  how¬ 
ever,  in  actual  practice,  loss  in  property  invest¬ 
ment  through  the  change  in  price  levels,  i.  e., 
the  purchasing  powder  of  money,  is  not  ordina¬ 
rily  involved  in  the  concept  of  ‘depreciation.’ 
Depreciation  may  be  classifled  in  accordance 
with  the  causes  which  bring  it  about,  as  fol¬ 
lows: 

1.  Deterioration — reflecting  the  loss  in  value 
from  the  existing  property,  and  brought 
about  by  wear  and  tear,  disintegration,  use 
in  service,  and  the  action  of  the  elements. 

2.  Functional — reflecting  the  loss  in  value 
through  decreased  utility,  factors  of  obsoles¬ 
cence  from  over-capacity,  inadequacy, 
changes  in  the  art,  or  other  similar  influ¬ 
ences  that  affect  the  property  item  itself  or 
its  relation  with  other  items  comprising  a 
large  property. 

3.  Economic — reflecting  the  loss  in  value 
through  decreased  utility  that  results  from 
external  economic  conditions  affecting  the 
character  or  degree  of  utilization.” 

“Obsolescenc:  That  factor  of  depreciation 

resulting  from  changes  in  the  art.  design,  or 
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process  that  makes  a  property  less  desirable 
and  valuable  for  a  continuity  of  use.” 

“Obsolete:  The  state  of  being  no  longer  use¬ 
ful  or  desirable  owing  to  changes  in  the  art,  de¬ 
sign,  or  process,  rather  than  from  physical  de¬ 
terioration.” 

It  is  strongly  recommended  that  all  arti¬ 
cles  referring  to  depreciation,  as  consid¬ 
ered  by  the  well-equipped  appraiser,  be 
carefully  studied  and  given  consideration 
by  the  property  manager,  in  order  that  the 
property  manager  may  be  better  equipped 
intelligently  to  cope  with  the  situation, 
protect  the  interests  of  the  property  itself, 
and  make  the  proper  type  of  recommenda¬ 
tions  to  the  owner. 

The  Fundamental  Viewpoint 

The  property  manager  is  definitely  in¬ 
terested  in  producing  the  greatest  possible 
return  for  the  owner.  In  so  doing  he 
must  look  at  the  matter  from  a  long-range 
point  of  view,  and  not  for  the  net  returns 
in  any  one  short-period — not  in  one,  or 
even  five  to  ten  years. 

If  property  is  to  be  considered  a  safe 
and  profitable  investment,  depreciation 
and  obsolescence  must  be  given  due  con¬ 
sideration,  but  that  should  not  be  confused 
with  replacements  and  capital  additions. 
The  property  manager,  however,  is  in¬ 
vested  with  the  responsibility  of  under¬ 
standing  what  portion  of  the  money 
spent  on  the  property  is  for  the  follow¬ 
ing: 

1.  Normal  repairs,  w'hich  may  be  called  “main¬ 
tenance.” 

2.  Extraordinary  repairs,  which  may  be  called 
“replacements”  and 

3.  The  expenditure  of  money  on  the  property 
which  should  properly  be  allocated  to  “capi¬ 
tal  investment.” 

Under  number  (1) — Maintenance,  we 
take  it  that  painting,  ordinary  papering, 
plumbing  bills,  etc.  are  properly  charged 
to  this  account.  A  new  furnace  or  a  new 
roof,  etc.  would  come  under  the  heading 
of  replacement.  Under  “capital  invest¬ 
ment,”  we  would  indicate  such  items  as 


placing  mezzanine  in  the  store,  enlarging 
the  property,  adding  cooling  systems  or 
elevators,  etc. 

It  is  essential  that  these  matters  be  care¬ 
fully  considered  by  the  property  man¬ 
ager  and  owner  so  that  at  the  end  of  each 
year,  the  property,  through  proper  ac¬ 
counting  methods,  will  be  made  to  show  its 
true  net  earnings,  rather  than  a  lesser 
amount  brought  about  by  the  improper 
charging  of  replacements  and  capital  addi-  ^ 
tions  items  into  the  expense  account. 

While  it  is  the  appraiser’s  duty  to  study  | 
depreciation  and  obsolescence  in  order  to  ; 
come  to  a  fair  estimate  of  the  value  of  the  I 
property,  it  is  the  property  manager’s  I 
duty  to  study  depreciation  from  every  \ 
view  point  in  order  to  secure  for  the  prop-  I 
erty  itself  the  greatest  net  revenue  over  a 
period  of  years,  bearing  in  mind  the  fact 
that  all  physical  improvements  at  some 
time  in  the  future  will  have  outlived  their 
usefulness,  and  that  appropriate  and  prop¬ 
er  steps  must  be  taken  for  the  charging 
off  of  these  improvements  in  an  orderly 
and  systematic  fashion. 

Building  Proper: 

We  recognize,  of  course,  that  the  normal 
life  of  buildings  vary  in  proper  propor¬ 
tion  to  the  type  of  construction.  Steel 
and  concrete  buildings  are  generally  ac¬ 
cepted  to  have  a  normal  life  of  50  years, 
and  the  Government  has  accepted  the  gen¬ 
eral  figure  of  2%  depreciation  on  the  orig¬ 
inal  cost  of  these  improvements  as  a 
proper  one.  Ordinarily,  brick  structures  ' 
have  an  accepted  life  of  approximately  30 
years,  and  depreciation  has  been  usually 
allowed  at  the  rate  of  ;  stucco  and 
frame  buildings  have  been  recognized  to 
have  a  normal  life  of  20  to  25  years,  with 
a  depreciation  allowance  of  4%  to  5%. 

These  depreciation  figures  for  bookkeep¬ 
ing  purposes  are  definitely  arbitrary,  and 
in  many  cases  misleading.  We  recognize, 
of  course,  that  a  very  old  store  in  a  lOO^o 
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down-town  retail  location,  which  normally 
would  be  written  off  at  30  years,  may 
have  a  much  longer  useful  life,  while  the 
same  physical  improvement  in  another 
location  may  be  totally  unusable  in  25 
years,  due  primarily  to  obsolescence 
brought  about  by  economic  reasons  or  by 
functional  reasons. 

Equipment: 

The  property  manager  is  interested  not 
only  in  the  depreciation  of  the  property 
as  a  whole,  but  in  the  normal  life  of  the 
component  parts  of  the  building  and  its 
equipment  and  appurtenances.  We  know 
that  the  life  of  a  furnace  is  limited  to  a 
definite  number  of  years,  and  that  depre¬ 
ciation  on  the  furnace  is  considerably 
greater  than  the  depreciation  on  the  brick 
walls.  We  know  that  this  is  also  true  of 
the  bathroom  and  kitchen  equipment,  and 
the  pipe  lines,  and  that  there  is  a  great 
difference  in  depreciation  of  copper  pipes 
and  galvanized  iron  pipes.  We  recognize 
a  much  quicker  depreciation  on  electric 
light  fixtures  than  in  the  wiring.  We  are 
confronted  with  the  consideration,  in  busi¬ 
ness  properties,  of  the  length  of  life  and 
the  amount  of  depreciation  in  store  fronts, 
in  elevators,  and  the  various  miscellaneous 
items  that  are  necessary  for  the  useful 
occupancy  of  residential,  business,  and  in¬ 
dustrial  properties. 

Many  books  have  been  written,  and 
much  information  is  available  on  the  break 
down  of  depreciation  on  the  various  items 
which  make  up  the  component  parts  of  the 
physical  property.  Little  study,  however, 
has  been  given  to  the  outside  factors  that 
bring  about  functional  and  economic  de¬ 
preciation.  This  remains,  to  a  large  de¬ 
gree,  the  work  of  the  property  manager. 
This  loss  of  useful  value,  which  results  in 
a  lessening  of  rental  which  the  property 
can  produce,  is  brought  about  by  matters 
which  we  can  consider,  study,  and  antici¬ 
pate. 


Outside  Elements  Bringing  About 
Depreciated  Values 

Changes  in  Neighborhood: 

Neighborhoods — residential  and  busi¬ 
ness — are  changing.  This  is  particularly 
true  and  more  marked  and  more  easily 
studied  in  residential  neighborhoods.  The 
history  of  the  average  city  in  the  United 
States  shows  conclusively  that  residential 
neighborhoods  are  born,  more  or  less  as  a 
child,  that  they  grow  slowly  and  surely  to 
their  full  strength  and  maximum  useful¬ 
ness,  and  then  slowly,  but  also  surely,  they 
decline  until  they  are  practically,  if  not 
actually,  dead.  We  see  in  every  city  of 
the  United  States  the  ghosts  of  the  fine 
residential  neighborhoods  of  the  last 
decade.  A  study  of  these  neighborhoods  in 
various  cities  will  show  that  the  birth, 
growth,  and  death  of  these  neighborhoods 
are  just  as  natural  and  normal  as  that  of 
any  other  development  of  civilization. 
Fifty  years  ago  it  was  essential  that  peo¬ 
ple  live  comparatively  near  their  places  of 
employment  or  business.  There  were  no 
street  cars  or  adequate  transportation,  and 
walking  to  and  from  their  work  was  an 
admitted  necessity  for  95%  of  the  popula¬ 
tion.  The  development  of  the  horse  car, 
later  the  electric  car,  and  still  later  the 
automobile,  has  played  an  important  part 
in  the  changing  of  residential  neighbor¬ 
hoods  and  the  living  habits  of  a  vast  ma¬ 
jority  of  the  population  of  the  principal 
cities  and  towns  of  this  country. 

The  change  in  business  neighborhoods 
has  not  been  so  marked  or  radical  as  in 
residential  neighborhoods.  However, 
there  have  been,  and  there  will  continue 
to  be  certain  definite  trends  and  certain 
definite  elements  in  cities  throughout  our 
nation,  which  will  have  a  marked  effect  in 
changing  value  and  utility  of  business 
properties,  and  the  economic  factors  which 
bring  this  about  must  be  carefully  studied 
by  the  real  estate  manager. 
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Over-production: 

The  last  eight  years  have  definitely 
demonstrated  throughout  this  country,  the 
effect  on  values  of  over-production,  in 
every  phase  of  the  real  estate  market. 
Office  buildings,  apartments,  residences, 
flats,  and  stores  have  suffered  from  over¬ 
production  in  their  particular  line,  and  the 
market  decrease  in  rental  values  has  had 
the  effect  of  depreciating  the  value  of  real 
estate. 

Lowering  of  Tenant  Income: 

Another  outside  element  which  bears 
directly  on  property  management  work  is 
the  effect  of  a  lower  income  of  tenants. 
We  have  seen  that  with  earnings  mate¬ 
rially  reduced,  the  necessity  of  reducing 
rentals  must  follow.  We  have  passed 
through  the  years  of  doubling  up  of  fami¬ 
lies,  creating  more  vacancies  and  more 
competitive  conditions,  which  have  all  led 
to  price  cutting  and  concessions  in  resi¬ 
dential  and  business  properties,  materially 
lowering  values.  We  have  seen  the  gross 
sales  of  various  types  of  business  reduced 
by  a  lesser  income  and  by  a  lower  manu¬ 
facturing  cost.  We  must  study  carefully 
the  possibility  of  this  fluctuation  in  tenant 
income,  and  its  effect  on  the  earning  power 
of  real  estate  over  a  long  period  of  years. 

Zoning  and  Lack  of  Zoning : 

Up  to  a  comparatively  few  years  ago, 
owners  of  property  were  accustomed  to 
believe  that  it  was  theirs  to  do  with  as 
they  pleased,  from  the  face  of  the  earth  to 
the  center  of  the  earth  and  to  the  heavens 
above.  If  we  had  told  a  real  estate  owner 
25  years  ago  that  he  could  not  build  a 
building  that  he  wanted  to  build  on  his 
own  property,  he  would  probably  have 
thought  we  were  not  in  our  right  minds. 
The  development  of  zoning  and  its  proven 
legality  by  the  Supreme  Court  of  the 
United  States,  has  had  a  beneficial,  as  well 


as  a  harmful  influence  on  the  value  of 
property,  and  it  is  not  the  intent  of  this 
heading  to  depreciate  or  appreciate  the 
value  of  zoning.  It  is  apparently  here  to 
stay,  and  is  generally  accepted  as  one  of 
those  things  that  render  some  good  to  the 
greatest  number  of  people. 

This  good  may  be  reflected  by  the  pro- 
tection  it  gives  in  residential  neighbor¬ 
hoods  and  the  restrictions  against  en¬ 
croachment  of  business ;  by  the  good  that 
it  does  in  certain  business  localities  by 
restricting  heights  of  buildings  and  estab¬ 
lishing  set  back  lines,  light  and  air  courts, 
etc. 

This  good,  however,  has  been  accom¬ 
plished  with  some  corresponding  damage  i 
to  other  properties.  Where  one  zoning  ^ 
district  ends  and  another  begin"  ihere  is  fe 
a  rough  spot  on  the  immediately  adjoining  | 
property.  Where  a  piece  of  property  has  I 
been  held  for  many  years  with  the  idea  of  | 
converting  it  into  business,  and  then  zon-  \ 
ing  made  this  conversion  impossible,  there 
is  an  immediate  depression  in  the  value  of 
this  property.  Where  definite  neighbor¬ 
hoods  are  limited  in  size  as  to  their  busi¬ 
ness  areas,  there  is  a  benefit  to  that  area 
so  limited.  Zoning  makes  it  impossible, 
for  the  time  being  at  least,  to  extend  the 
neighborhood  and  thereby  brings  a  cer¬ 
tain  preference  to  the  ownership  within 
the  neighborhood.  Where  non-conforming 
business  uses  exist  and  have  existed  prior 
to  the  existence  of  zoning  ordinances, 
there  is  a  distinct  beneficial  effect  to  that 
particular  store  or  business,  and  a  cor¬ 
responding  harmful  effect  to  the  imme¬ 
diate  adjacent  property.  Suffice  to  say 
that  zoning  and/or  lack  of  zoning  is  one 
of  the  important  elements  which  have 
helped  bring  about  a  certain  definite 
amount  of  depreciated  value,  which  must 
be  taken  into  account  by  property  man¬ 
agers. 
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Encroachment  of  Business  into  Residential 
Neighborhoods  and  Removal  of  Popula¬ 
tion  from  Business  Zones: 

Where  business  gradually  encroaches 
into  residential  neighborhoods,  there  is 
unquestionably  a  very  marked  deprecia¬ 
tion  in  the  value  of  residential  property. 

I  In  some  instances,  this  depreciation  may 
i  be  entirely  or  in  part  overcome  by  the  en- 
I  hanced  value  of  the  possibility  of  convert¬ 
ing  the  residential  property  into  business 
property.  There  is,  however,  a  very  def¬ 
inite  limit  to  this  type  of  enhancement, 
and  there  is  a  considerable  damage  done 
to  a  large  area  of  residential  property  by 
such  business  encroachment. 

Where  residential  occupancy  has  re¬ 
moved  itself  from  a  business  zone,  there  is 
a  very  depressing  influence  exerted  on  the 
business  zone. 

Racial  Encroachmeyits: 

Attention  must  be  given  to  the  gradual 
racial  encroachments  in  certain  neighbor¬ 
hoods,  and  their  effects  on  values  of  resi- 
!  dential  and  business  properties. 

Changing  Traffic  Conditions: 

Traffic  conditions  affect  rental  values 
very  materially.  It  is  generally  accepted 
that  in  business  zones,  the  greater  amount 
of  traffic,  the  greater  the  value.  There 
may  be,  however,  many  qualifications  to 
this  rule.  Fast  moving,  through  automo¬ 
bile  traffic  is  of  little,  or  no  value  to  en- 

I 

hancement  of  business  property.  As  to 
residential  properties,  traffic  conditions 
have  worked  havoc  in  values.  In  cities, 
particularly  where  the  streets  have  been 
turned  into  traffic  arteries,  the  result  has 
been  a  depreciation  in  the  useful  value  of 
the  property.  Fast  moving  automobiles 
are  at  least  a  mental  hazard,  if  not  an  ac¬ 
tual  one,  and  are  considered  an  annoyance 
to  the  neighborhood  in  the  night  hours. 
Changing  traffic  conditions  may  affect,  ad¬ 
versely  or  advantageously,  real  estate  and 
rental  values. 


Transportation : 

The  effect  of  transportation  on  rental 
values  has  had  a  distinct  tendency  toward 
enhancing  suburban  values  and  depreciat¬ 
ing  city  values,  particularly  residential. 
Through  the  development  of  better  inter- 
urban  facilities,  through  railroads  and 
electric  companies,  through  the  develop¬ 
ment  of  cheap  automobile  transportation, 
outlying  districts  have  been  brought 
closer  to  the  city,  and  many  people  who 
otherwise  would  live  in  the  city,  have 
moved  to  the  surrounding  country  terri¬ 
tory,  with  the  resulting  enhancement  in 
outlying  property  and  the  depreciation  of 
close-in  property  from  a  value  and  rental 
point  of  view. 

Extraordinary  Economic  Conditions 

The  property  manager  is  confronted 
with  many  problems  falling  in  this  cat¬ 
egory,  among  which  we  may  briefly  con¬ 
sider  the  following: 

The  development  of  the  textile  industry 
in  the  South,  and  its  resulting  effect  on 
property  values  in  New  England,  has 
wrought  much  economic  depreciation,  or 
obsolescence.  The  transference  to  another 
point  of  the  manufacturing  of  one  article 
which  has  been  well-established  in  a  city, 
or  town,  for  a  number  of  years,  has  an 
immediate  and  often  lasting  depreciating 
effect  on  the  value  of  residential  and  busi¬ 
ness  property  in  the  community  losing  the 
industry,  or  industries.  Those  industries 
whose  operation  fluctuates,  with  a  result¬ 
ing  laying  off  of  employees,  also  have  a 
lowering  tendency  on  real  estate  values  in 
the  immediate  vicinity. 

Industrial  evolution  results  in  the  aban¬ 
donment  of  buildings  and  changes  in  loca¬ 
tions.  With  the  development  of  the  ma¬ 
chine  age  and  more  efficient  and  economi¬ 
cal  methods  of  manufacturing,  we  have 
seen  many  apparently  sound  industrial 
buildings  abandoned.  We  have  seen  four 
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and  five-story  factory  buildings,  of  splen¬ 
did  construction,  given  up  in  order  that 
the  entire  operation  may  be  placed  on  one 
or  two  floors.  We  have  seen  the  necessity 
of  moving  plants  from  one  location  to  an¬ 
other  on  account  of  railroad  or  water  facil¬ 
ities,  or  labor  conditions,  or  the  necessity 
of  getting  additional  property,  or  having 
the  entire  plant  in  one  location.  Such  in¬ 
dustrial  development  has  not  only  resulted 
in  the  depreciating  of  the  industrial  prop¬ 
erty,  but  has  had  its  effect  on  the  sur¬ 
rounding  residential  and  business  proper¬ 
ties.  The  property  manager,  therefore,  is 
to  some  degree  responsible  for  an  analysis 
of  the  industrial  properties  in  his  commu¬ 
nity  in  an  effort  to  determine  their  prob¬ 
able  continued  occupancy  of  their  build¬ 
ings,  or  of  the  neighborhoods  in  which 
they  are  established,  as  well  as  the  ten¬ 
dency  toward  increasing  or  decreasing  the 
personnel,  wage  scale,  etc. 

Under  the  heading  of  “New  Inven¬ 
tions,”  consider  the  following : 

The  effects  on  property  values  of  new 
types  of  kitchen  equipment,  including 
stoves,  electric  refrigeration,  flooring,  cab¬ 
inets,  and  all  of  the  conveniences  that  mod¬ 
ern  development  has  introduced.  It  is 
well  to  remember  that  the  luxuries  of  to¬ 
day  usually  develop  into  the  necessities  of 
tomorrow. 

New  types  of  bath  room  equipment  af¬ 
fect  values.  The  necessity  of  keeping  resi¬ 
dential  property  modern,  bringing  the 
bath  rooms  up  to  date  as  to  all  types  of 
fixtures  and  flooring,  also  enters  into  the 
economic  value  of  residential  property, 
and  is  again  a  problem  of  management. 

Air  conditioning  and  heating  through 
ducts,  the  elimination  of  radiators,  the 
changing  of  heating  systems,  and  other 
new  devices  and  methods  immediately  in¬ 
fluence  rental  values.  With  the  further 
development  and  mass  production  of  heat¬ 
ing  and  coiling  systems,  residential  own¬ 
ers,  as  well  as  owners  of  business  proper¬ 


ties,  are  confronted  with  the  obsolescence 
of  existing  equipment,  and  the  necessity  of 
replacement  and  capital  outlay  for  the 
more  modern  equipment.  The  property 
manager  is  responsible  for  analyzing  the 
necessity  and  advantages  or  disadvantages 
of  such  changes,  and  knowing  whether  or 
not  the  increased  income  may  possibly  be 
made  to  justify  the  additional  capital  in¬ 
vestment. 

Material  increase  in  tax  rates  affect 
value.  We  have  found  that  the  demands  | 
of  citizens  in  many  cities  throughout  the 
United  States  for  better  streets,  play 
grounds,  recreational  facilities,  and  what 
not,  have  resulted  in  large  bond  issues. 
Decreased  incomes  to  the  cities  from  other 
sources  has  resulted  in  a  good  many  in-  | 
stances,  in  the  necessity  of  very  material 
and  extraordinary  increases  in  the  tax 
rates,  or  the  total  assessments  on  the  prop¬ 
erties,  or  both.  This,  again,  has  played  a 
very  important  part  in  determining  the 
value  of  the  property,  its  net  return,  etc., 
and  gives  to  the  property  manager  another 
serious  problem,  that  of  analyzing  the 
policy  of  the  city,  and  being  able  to  an¬ 
ticipate  the  possibilities  of  the  tax  pro¬ 
gram  for  the  next  five,  ten,  or  fifteen 
years. 

The  Effect  of  Neglecting  Proper 
Repairs  to  Property 

It  is  the  duty  of  the  property  manager 
properly  to  inspect  property  in  his  charge, 
and  to  make  certain  recommendations  re¬ 
garding  necessary  repairs  and  upkeep. 
Failure  to  make  these  repairs  unquestion¬ 
ably  materially  accelerates  depreciation. 
Failure  to  paint  a  house  that  needs  paint¬ 
ing  may  result  in  considerable  damage  to 
the  woodwork,  to  the  brick  work  and  to 
the  plaster,  with  consequent  loss  in  rental  | 
value.  Such  negligence  may  cause  the 
owner  eventually  to  spend  many  times  the 
cost  of  the  original  work,  had  it  been  taken 
care  of  promptly  when  needed. 
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The  reduction  in  rental  value  through 
causes  of  this  kind  are  difficult  to  recover. 
A  residential  or  business  property  which 
becomes  so  depreciated  through  lack  of 
necessary  physical  repairs  may  be  rented 
in  its  dilapidated  condition,  but  at  a  low 
rental.  It  may  take  years,  even  though 
the  repairs  are  made,  to  bring  the  value 
back  to  the  proper  level. 

The  further  result  of  neglecting  this 
type  of  improvement  and  repair  is  the  fact 
that  it  attracts  a  lower  type  of  occupancy, 
and  thereby  further  depreciates  the  intrin¬ 
sic  value  of  the  property. 

It  also  has  its  effect  on  the  immediate 
vicinity  and  adjoining  properties  in  the 
neighborhood,  having  a  tendency  to  break 
down  their  values.  Property  surrounded 
by  properties  of  owners  who  will  not 
take  care  of  their  property  is  definitely 
handicapped,  if  not  seriously  damaged. 

Where  neighborhoods  have  greatly  de¬ 
preciated  in  value,  as  a  whole,  due  to  eco- 

i  nomic  obsolescence  or  functional  obso¬ 
lescence,  there  is,  of  course,  the  possibility 
of  checking  this  neighborhood  obsolescence 
providing  cooperation  of  a  majority  of  the 
property  owners  can  be  obtained.  A  prob¬ 
lem  of  this  kind  calls  for  a  careful  analysis 
of  those  forces  which  have  caused  the 
neighborhood  obsolescence  and  the  putting 
into  effect  of  some  course  which  will 
(first)  check  the  obsolescene,  and  (sec¬ 
ond)  tend  to  bring  back  the  neighborhood 
in  the  direction  of  its  former  usefulness 
to  the  community. 

Securing  the  Greatest  Possible  Net 
Return 

I  The  securing  of  the  greatest  possible 
net  return  may  often  be  effected  by  keep¬ 
ing  the  property  in  good  repair  and  mak¬ 
ing  necessary  capital  expenditures  to  keep 
it  up-to-date  and  modern. 

I  While  we  recognize  the  fact  that  depre¬ 
ciation  can  never  be  entirely  eliminated, 
we  also  know  that  it  can  be  retarded  to 


such  an  extent  that  any  given  building 
under  consideration  may  never  seem 
really  to  grow  old,  despite  the  fact  that  it 
may  be  out-moded  architecturally.  The 
actual  retarding  of  depreciation  is  much 
more  easily  handled  when  the  property 
manager  is  consulted  prior  to  the  actual 
erection  of  the  improvements,  in  which 
case  we  can  start  with,  (first)  the  archi¬ 
tect  who  designs  the  building  and  specifies 
the  various  items  of  material  and  equip¬ 
ment  to  be  used  in  its  construction;  (sec¬ 
ond)  the  contractor  or  builder  who  follows 
out  the  plans  and  specifications  and  super¬ 
vises  the  various  items  entering  into  the 
building,  and  purchases  the  equipment 
and  material  of  an  accepted  and  known 
quality  on  the  basis  of  a  fixed  low  initial 
cost,  and  (third)  the  operating  manager 
who  maintains  the  property  efficiently  and 
economically  after  it  comes  into  the  man¬ 
agement’s  charge. 

Unfortunately,  the  majority  of  build¬ 
ings  now  being  managed  by  Realtors  were 
ready  for  occupancy  (and  being  occupied) 
when  they  were  turned  over  to  the  man¬ 
agement  office,  but  as  time  goes  on,  the 
management  office  will  be  consulted  more 
and  more  about  new  buildings  and  their 
construction,  and  it  is  in  this  field  that  he 
should  occupy  a  very  useful  and  necessary 
position.  Successfully  to  control  deprecia¬ 
tion  and  keep  it  at  its  minimum,  the  archi¬ 
tect  must  devote  much  time  and  study  to 
designing  the  property  and  choosing  the 
materials  to  be  used.  He  will,  of  course, 
select  such  materials  for  the  exterior  walls, 
which  from  experience  show  the  lowest 
absorption  of  moisture;  the  roof  covering 
will  be  selected  after  a  careful  study  of 
its  resistance  to  rain ;  and  so  on  through 
the  entire  building. 

The  rate  of  building  depreciation  can 
often  be  determined  in  advance  by  looking 
into  the  honesty,  integrity,  skill,  and  finan¬ 
cial  responsibility  of  the  builder.  Two 
buildings  built  from  the  same  plans  and 
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specifications,  one  by  a  good  builder  and 
one  by  a  mediocre  builder,  will  show  a 
vast  difference  in  the  cost  of  upkeep  and 
in  depreciation  over  a  period  of  twenty  to 
fifty  years.  After  the  building  is  com¬ 
pleted,  constant  inspection  and  checking 
of  equipment  such  as  elevators  and  boilers 
not  only  guarantees  the  safety  of  the  occu¬ 
pants  of  the  building,  but  prevents  costly 
break  downs  and  extraordinary  replace¬ 
ments  and  expense. 

A  longer  useful  life  of  the  property  is 
made  possible  by  proper  management  prin¬ 
ciples  as  applied  to  all  of  the  above  men¬ 
tioned  factors.  This  results,  naturally, 
in  a  higher  average  maintained  rental  in¬ 
come.  It  acts  beneficially  upon  adjoining 
and  adjacent  properties. 

Safeguarding  the  Investment 

Consideration  must  be  given  at  all  times 
to  proper  repairs  and  upkeep  for  the 
preservation  of  the  property  and  to  per¬ 
manent  improvements  and  their  effects  on 
the  property. 

Changing  the  front  of  a  building  for  a 
tenant  may  make  it  possible  to  secure  a 
tenant  to  lease  the  store.  Is  this  always 
a  capital  investment,  or  should  it  be  con¬ 
sidered  as  a  replacement?  What  is  the 
value  of  the  store  front  at  the  expiration 
of  the  tenant’s  lease? 

Matters  of  this  kind  can  only  be  consid¬ 
ered  in  relation  to  the  length  of  the  lease 
and  the  special  type  of  store  front  re¬ 
quired.  This  study  would  also  include 
such  items  as  partitions,  mezzanine  floors, 
repairs  to  heating  system  and  elevators, 
changing  wood  floors  to  terrazzo,  tile,  or 
linoleum  floors;  special  decorative  repairs 
and  special  miscellaneous  improvements 
to  the  property  made  necessary  in  order 
to  secure  the  tenant  for  a  proper  term, 
and  at  a  rental  in  correct  proportion  to 
the  value  of  the  property  as  of  that  date, 
taking  into  consideration  the  cost  of  the 
improvements. 


It  is  customary  for  the  property  man¬ 
ager  to  fix  a  rental  for  the  store,  as  is, 
and  then  endeavor  to  secure  a  sufficient 
additional  rental  to  take  care  of  the  spe¬ 
cial  needs  and  requirements  of  the  tenant. 
It  is  necessary,  however,  to  analyze  these 
special  needs  and  to  give  due  credit  and 
allowance  to  any  of  them  which  add  to 
the  value  of  the  property.  It  is  very  often 
possible  to  take  an  old  three  or  four-story 
building,  cut  it  down  to  one  or  two  stories, 
put  on  a  new  front,  make  interior  repairs 
and  really  save  the  property  from  being 
condemned,  and  at  the  same  time  secure 
a  rental  in  proper  proportion  to  the  cost 
of  such  changes.  The  property  manager 
must  recognize,  and  be  able  properly  to 
appraise  and  analyze  the  benefits  and  ne¬ 
cessities  arising  out  of  such  type  of  work. 

Enhancing  the  Value 

Major  improvements  such  as  new  ele¬ 
vators,  new  modern  heating  systems,  cool¬ 
ing  equipment,  insulation,  etc.  have  their 
value  to  the  property,  their  probable  term 
of  usefulness,  and  proper  rate  of  deprecia¬ 
tion.  We  can  state  without  fear  of  con¬ 
tradiction  that  such  type  of  improvements 
enhance  the  value  of  the  property,  but 
we  must  know  whether  this  enhancement 
is  in  proper  proportion  to  its  cost.  We 
may  have  a  building  that  in  its  present 
condition  has  a  value  of  $100,000.00.  The 
cost  of  bringing  this  building  up  to  a  thor¬ 
oughly  modern  store  may  amount  to 
$50,000.00.  The  question,  therefore,  is 
whether  or  not,  after  spending  this  money, 
we  have  made  the  property  worth  $150,- 
000.00;  whether  or  not  the  property  will 
pay  a  proper  return  on  its  original  value, 
plus  the  cost  of  the  new  improvements; 
and  a  consideration  of  the  normal  and 
useful  life  of  such  new  improvements. 
These  questions  cannot  be  answered  cor¬ 
rectly,  without  first  giving  consideration 
to  what  would  happen  to  the  property  if 
these  improvements  were  not  made. 
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Would  the  property  be  rentable?  Would 
the  neighborhood  be  likely  to  leave  the 
property?  If  we  lose  the  opportunity  of 
renting  to  the  tenant  who  wants  the  im¬ 
provements,  will  we  be  able  to  secure  a 
tenant  for  the  building  as  it  now  stands? 
Will  the  useful  life  of  the  building  be  ex¬ 
tended  for  a  sufficient  number  of  years 
to  get  a  return  on  the  additional  invest¬ 
ment,  plus  a  return  of  the  capital  ex¬ 
pended.  The  answer  to  the  question  in 
each  individual  case  needs  an  analysis  of 
the  neighborhood,  its  trend,  its  future 
possibilities,  its  earning  possibilities,  the 
condition  of  adjacent  stores  in  the  neigh¬ 
borhood,  competition  of  other  neighbor¬ 
hoods,  and  all  of  the  problems  that  enter 
into  the  management’s  analysis  of  the  en¬ 
tire  subject  of  depreciation  and  ob¬ 
solescence  as  it  affects  rental  returns. 

Building  Good  Will 

A  complete  knowledge  of  depreciation 
from  the  property  management’s  view¬ 
point  gives  to  the  property  manager  the 
opportunity  of  building  good  will  for  his 
business.  All  of  the  Federal  Income  Tax 
Laws,  including  and  since  the  Revenue  Act 
of  1918,  have  contained  the  following  pro¬ 
vision:  “A  reasonable  allowance  for  ex¬ 
haustion,  wear  and  tear  of  property  used 
in  the  trade  or  business,  including  a  rea¬ 
sonable  allowance  for  obsolescence.”  The 
property  manager  must  know  to  what  ex¬ 
tent  his  client  may  take  advantage  of  the 
provision,  out  of  income,  for  reserve  for 
depreciation  and  obsolescence.  He  must 
be  able  to  advise  the  owner  regarding  these 
important  questions,  and  this  advice  must 
be  based  on  a  scientific  approach  to  each 
subject  and  be  based  on  a  careful  study  of 
past  performances  wherever  parallel  cases 
are  available. 

We  must  bear  in  mind  that  depreciation 
may  be  retarded  by  frequent  inspection 
by  property  management  men,  these  in¬ 
spections  to  include  experts  to  look  at  boil¬ 


ers,  elevators,  motors,  and  movable  equip¬ 
ment.  These  inspections  must  carry  rec¬ 
ommendations  for  permanent  improve¬ 
ments,  as  well  as  for  repairs,  in  order  that 
the  maximum  return  may  be  .obtained 
from  the  property,  and  that  a  minimum 
loss  may  occur  from  depreciation  and  ob¬ 
solescence  of  all  kinds. 

Mr.  Ayers  J.  Du  Bois,  M.  A.  I.,  in  a 
recent  article  in  the  January,  1936,  issue 
of  The  Journal  of  the  Americayi  Institute 
of  Real  Estate  Appraisers,  entitled,  “De¬ 
preciation — Past  and  Anticipated,”  states 
in  part  as  follows : 

“So  much  attention  has  been  given  to  the  sub¬ 
ject  ‘depreciation’  in  appraisal  discussions,  and 
the  word  is  so  universally  identified  with  past 
events,  such  as  cost,  physical  deterioration,  de¬ 
cay,  age,  that  there  is  danger  that  in  focusing 
attention  on  depreciation,  the  appraiser  may  be 
drawn  aside  from  his  primary  purpose,  namely, 
forecasting  future  events,  or  estimating  the  ex¬ 
tent  and  duration  of  future  benefits.  Deprecia¬ 
tion  is  of  direct  importance  to  the  appraiser  in 
those  cases  in  which  the  reproduction  cost  ap¬ 
proach  is  the  only  one  that  can  be  followed; 
but  in  other  cases — cases  in  which  utility  in 
the  future  can  be  directly  estimated  by  means 
of  the  ‘capitalization  of  net  income’  valuation 
approach — depreciation  is  of  no  direct  impor¬ 
tance.  This  is  not  to  say,  however,  that  an  un¬ 
derstanding  of  what  causes  it  is  of  no  impor¬ 
tance.  .  . 

“The  causes  can  be  grouped  under  two  heads: 
(1)  deterioration,  and  (2)  obsolescence.  De¬ 
terioration  is  a  change  for  the  worse  in  physical 
condition.  Obsolescence  is  a  negative  change 
in  ability  to  arouse  or  sustain  desire  for  owner¬ 
ship,  or  need  for  use  due  to  causes  other  than  de¬ 
terioration.  Deterioration  lessens  the  capacity 
for  utility  by  limiting  physical  life.  Obsoles¬ 
cence  lessens  utility  by  lessening  economic  life 
without  affecting  potential  physical  life.  Phys¬ 
ical  condition  is  affected  by  such  things  as 
wind,  water,  temperature,  sunlight,  use,  and 
abuse.  Desire  for  ownership  and  need  for  use 
are  affected  by  such  things  as  style,  functional 
efficiency,  design,  governmental  regulations, 
and  economic  conditions  or  relationships.’’ 

This  entire  article  is  worthy  of  the 
closest  study  by  property  managers.  I 
am  much  impressed  with  his  discussion  of 
the  subject  as  it  affects  the  property 
owner,  in  which  he  again  states  that  the 
owner  has  a  right  to  say,  “What  does  it 
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matter  what  I  do  with  the  net  earnings  or 
any  part  of  them?  How  does  that  affect 
the  value  of  the  property — the  price  I 
would  be  warranted  in  paying  for  it?  Let 
the  property  stand  on  its  own  merits.  Let 
the  building  itself  pay  back  to  me  its  value 
during  its  useful  life,”  and  Mr.  Du  Bois 
says,  “the  investor  would  be  right.” 

To  give  you  a  definite  illustration  as  to 
how  this  works  out  in  the  management 
end  of  the  business,  as  well  as  in  the  brok¬ 
erage  end,  I  recall  a  sale  made  to  an  edu¬ 
cational  institution,  with  endowment 
funds.  The  property  sold  for  $60,000.00. 
The  gross  rental  was  approximately 
$7,200,00.  The  net  return  after  setting 
up  proper  reserves  for  payment  of  taxes, 
insurance,  management  fees,  ordinary  re¬ 
pairs,  etc.  was  approximately  $5,000.00. 
The  institution  figured  that  their  $60,- 
000,00  should  show  them  a  net  return  of 
5%,  or  $3,000.00  per  annum;  that  after 
receiving  a  5%  return  on  their  invest¬ 
ment,  they  would  have  $2,000.00  per  an¬ 
num  overage ;  that  they  would  set  this  up 
as  a  reduction  in  the  cost  of  the  invest¬ 
ment,  and  assuming  they  spent  this 
money,  or  did  not  re-invest  it,  if  the  rental 
return  could  be  maintained  for  a  period  of 
ten  years,  the  property  at  the  end  of  that 
time  would  only  cost  them  $40,000,00.  If 
they  could  re-invest  their  funds  on  a  basis 
of  from  2%  to  5%  their  cost  at  the  end 
of  the  ten  year  period  would  be  still  less. 


They  purchased  the  property  because 
there  was  a  sufficient  reserve  or  cushion 
between  the  net  return  on  their  invested 
funds  and  gross  income  to  set  up  a  reserve 
of  more  than  a  sufficient  amount  to  take 
care  of  normal  depreciation  and  obso¬ 
lescence,  and  to  give  them  a  gradual  re¬ 
payment  of  their  principal. 

The  property  manager  in  working  up 
a  prospectus  should  bear  in  mind  the  fact 
that  arbitrary  figures  of  2%  to  5%  for  de¬ 
preciation  need  considerable  analysis  and 
study  before  they  receive  the  unqualified 
endorsement  and  recommendation  of  that 
branch  of  the  business.  Furthermore, 
that  it  is  considered  much  more  conserva¬ 
tive  to  set  the  investment  up  on  a  basis 
reflecting  a  proper  return  on  money  in¬ 
vested,  and  using  the  balance  of  the  money 
to  retire  the  cost  of  the  investment,  than 
it  is  to  set  the  proposal  up  on  a  basis 
showing  an  unjustifiably  high  return  on 
the  amount  of  money  invested. 

Property  managers  must  dig  deep  into 
this  question  of  depreciation  and  obso¬ 
lescence,  and  bear  in  mind  the  fact  that 
besides  the  factors  mentioned  in  this 
paper,  there  are  other  factors  that  will 
come  into  the  picture  as  time  goes  on 
which  should,  and  will  be  perfectly  ap¬ 
parent  to  those  property  management  de¬ 
partments  that  are  alert  to  the  ever-chang¬ 
ing  conditions  in  business  and  population 
trends  which  so  materially  affect  the  value 
of  real  estate. 


*  *  * 


Percentage  Leasing 

By  George  J.  Beggs 


PERCENTAGE  leasing  has  been  of 
genuine  interest  to  owners  and  man¬ 
agers  of  business  property  for  some 
time.  This  form  of  contract  has  found  in¬ 
creased  acceptability  and  considerable  in¬ 
formation  concerning  the  subject  has  been 
tabulated.  It  is  not  my  purpose  to  define 
a  percentage  lease,  or  to  discuss  the  vari¬ 
ous  forms  which  such  a  lease  might  prop¬ 
erly  take.  Instead  I  will  present  some 
actual  experiences  with  this  type  of  lease, 
as  well  as  outline  its  possible  contribution 
to  sound  leasing  principles. 

There  are  two  reasons  for  owning  real 
estate:  (1)  Use  and  occupancy,  and  (2) 
Investment.  We  are  concerned  here  only 
with  investment  property.  There  are  two 
possible  profits  to  be  obtained  from  such 
an  investment :  (a)  Income,  and  (b)  Capi¬ 
tal  gain.  In  the  administration  of  prop¬ 
erty,  factors  affecting  the  latter  must  not 
be  lost  sight  of  in  seeking  the  former.  We 
shall  be  concerned  primarily  with  retail 
property,  whether  located  in  central  busi¬ 
ness  or  suburban  districts,  for  although 
percentage  leasing  is  applicable  to  other 
than  strictly  retail  business,  it  is  in  that 
field  that  it  can  be  most  profitably  em¬ 
ployed. 

The  condition  of  investment  property  to¬ 
day  in  the  Pacific  Northwest  is  determined 
largely  by  the  rental  income  received  from 
ground  floor  tenants.  If  leases  were  made 
with  substantial  tenants  prior  to  1930  and 
have  not  yet  expired,  the  property  is  prob¬ 
ably  in  good  health,  even  though  the  owner 
felt  justified  in  coming  to  the  assistance  of 
his  tenant.  If  leases  expired  during  the 
period  from  1930  to  1933,  or  even  1934,  it 
is  an  occasional  owner  who  is  satisfied  with 
his  returns  today.  Peculiarly,  there  were 
a  number  of  expirations  during  this  pe¬ 


riod.  Leases  do  not  run  forever:  attest 
one  chain  organization  which  had  approx¬ 
imately  450  leases  mature  in  the  years 
1932  and  1933.  I  wish  I  had  bought  some 
stock  in  that  company! 

In  any  event,  were  it  not  for  expiring 
leases,  as  well  as  vacancies,  there  would 
be  no  need  for  this  discussion.  A  great 
many  tenants  have  disappeared  from  the 
face  of  the  earth,  and  a  great  many  prop¬ 
erties  have  changed  hands,  by  consent  or 
otherwise,  and  today  48  American  life  in¬ 
surance  companies  own  $1,558,660,755.00 
of  American  real  estate,  to  say  nothing  of 
that  acquired  by  banks  and  local  mortgage 
institutions. 

Keeping  before  us  the  fact  that  the  mo¬ 
tive  of  property  ownership  is  profit,  hav¬ 
ing  done  our  bit  for  tax  reduction  and  cut 
operating  costs  where  possible,  we  face  a 
new  decade  with  one  main  objective — In¬ 
come  Production.  It  is  in  the  search  for 
that  income  production  that  the  percent¬ 
age  lease  inevitably  crosses  our  path. 

The  Tenant 

Inasmuch  as  the  position  of  the  land¬ 
lord  has  been  considered,  and  in  view  of 
the  fact  that  income  production  must  come 
through  a  tenant,  or  tenants,  it  is  proper 
that  some  consideration  be  given  that  in¬ 
dividual.  There  is  a  marked  trend  today 
toward  increased  distribution  of  goods 
through  chain  stores.  Many  of  those 
chains  found  it  necessary  to  resort  to 
financial  reorganization  in  order  to  sur¬ 
vive.  The  halt  in  their  expansion  pro¬ 
gram  caused  by  the  depression  is  now  con¬ 
cluded,  and  a  cautious  expansion  is  again 
under  way.  However,  it  is  not  the  inten¬ 
tion  of  these  chains  to  be  again  caught 
with  high-priced  leases  when  another 
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slump  comes  along.  They  are  willing  to 
pay  excess  rent  by  way  of  percentage 
when  business  is  good,  but  demand  the  pro¬ 
tection  necessary  to  remain  in  business 
when  the  pendulum  swings  the  other  way. 

Mortality  in  the  business  of  retail  dis¬ 
tribution  has  always  been  high,  and  it  is 
estimated  by  students  of  the  subject  that 
69%  of  American  business  concerns  fail 
within  10  years  of  their  inception.  The 
majority  of  the  chains  have  economy  as  a 
principal  appeal  to  the  consumer,  and  op¬ 
erate  on  a  narrow  margin  of  profit.  In 
some  instances  a  difference  of  1%  in  cost 
of  operation  per  dollar  of  gross  sales  may 
mean  the  difference  between  red  and  black 
in  the  profit  and  loss  statement.  The 
chains  retain  keen  accountants  and  know 
what  their  overhead  costs  must  be  if  a 
profit  is  to  result  from  their  operation. 
Consequently  they  have  modernized  their 
rental  contracts  to  the  percentage  type, 
just  as  they  have  brought  modern  mer¬ 
chandising  methods  to  apply  to  other  op¬ 
erating  costs  as  well  as  sales  production. 

I  do  not  wish  to  appear  as  a  spokes¬ 
man  for  chain  organizations,  for  there  are 
numerous  chains  which  still  seem  to  be 
living  in  the  past  and  are  suffering  accord¬ 
ingly.  There  is  ample  evidence,  however, 
that  chain  organizations  as  a  whole  are 
alive  and  seeking  new  business,  and 
through  new  units  and  expansion  of  ex¬ 
isting  units  will  continue  to  increase  their 
ratio  to  the  total  volume  of  all  kinds  of 
business  done.  A  selective  group  of  chains 
are  organized  to  produce  maximum  busi¬ 
ness  and  pay  maximum  rents. 

According  to  the  U.  S.  census  of  distri¬ 
bution  for  1929,  the  chains  did  19.2%  of 
all  business  done  in  that  year.  From  the 
same  source  we  learn  that  by  1933  this 
percentage  had  grown  to  25%.  With  75% 
of  all  merchandise  distributed  to  the  con¬ 
sumer  by  non-chain  facilities,  it  becomes 
clear  that  from  a  general  real  estate  stand¬ 


point  our  prime  consideration  is  the  inde¬ 
pendent  merchant. 

The  statement  has  often  been  made  that 
from  1925  to  1930  business  was  good  for 
everyone.  The  independent  retailer  was 
no  exception.  Today,  however,  we  can 
place  him  in  one  of  three  classifications: 
(1)  He  has  been  eliminated  from  the  pic¬ 
ture;  (2)  He  is  still  in  business  but  suffer¬ 
ing  from  two  bad  maladies  (a)  insufficient 
capital,  and  (b)  obsolete  merchandising 
methods  brought  about  either  by  lack  of 
knowledge  or  lack  of  capital,  or  a  combi¬ 
nation  of  both;  or  (3)  He  has  adequate 
capital,  is  conducting  his  business  in  a 
modern  manner,  and  is  prospering  accord¬ 
ingly. 

Our  primary  concern  is  sound  produc-  I 
tion  of  income — income  that  will  still  leave 
the  tenant  a  fair  margin  of  profit.  Just 
arriving  at  the  correct  percentage  a  tenant 
can  pay  as  rental  is  not  even  half  the  bat¬ 
tle.  The  same  principles  apply  to  the  se¬ 
lection  of  a  tenant  where  the  lease  calls 
for  a  flat  rental  as  where  a  percentage  is 
involved,  and  unless  other  fundamentals 
of  merchandising  are  given  consideration, 
the  percentage  lease,  as  such,  is  not  likely 
to  be  a  solution  to  our  problem. 

Property  management  is  challenged  to 
acquire  a  knowledge  of  retail  merchandis¬ 
ing — for  it  is  only  by  harnessing  to  prop¬ 
erties  tenants  with  adequate  capital  and 
merchandising  brains  that  increased  in¬ 
come  can  be  obtained. 

Consider  Your  Tenant’s  Future 

Let  us  consider  those  merchants  whose 
rent-paying  ability  is  out  of  gear  with  the 
needs  of  the  property,  and  how  the  appli¬ 
cation  of  modern  merchandising  methods 
in  conjunction  with  a  percentage  lease 
may  be  productive  of  increased  income. 

Eliminate  from  consideration  those  sit¬ 
uations  wherein  a  tenant  is  required  by 
the  terms  of  his  lease  to  pay  a  rental  which 
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I  automatically  causes  him  to  lose  money. 
Even  though  he  is  able  to  stand  the  capi¬ 
tal  drain,  this  situation  is  unhealthy  at 
best,  and  must  inevitably  be  adjusted  if 
f  the  capital  value  of  the  property  is  to  be 
L  maintained  and  developed.  A  merchant 
I  facing  a  sure  capital  loss  cannot  reason- 

Iably  be  expected  to  function  as  an  aggres¬ 
sive  and  competitive  force.  Human  nature 
dictates  that  with  the  possibility  of  profit 
restored,  the  same  man  will  employ  all  the 
ingenuity  at  his  command  to  succeed.  The 
merchant  in  question  has  an  equal  chance 
to  succeed  as  a  successor,  or  he  hasn’t.  Now 
is  the  time  for  the  owner  to  analyze  with 
his  tenant  what  the  potentialities  of  the 
,  business  are.  What  does  the  balance  sheet 
(  say?  The  profit  and  loss  statement  will 
have  its  story  to  tell.  What  has  the  past 
record  of  earnings  been?  Are  the  pro¬ 
prietors  of  an  age  to  permit  a  long  and 
useful  career,  or  are  they  on  the  declining 
i  side  of  life?  What  stimuli  to  the  business 
might  be  created  by  joint  thought  and 
I  action  ? 

I  If  the  final  analysis  convinces  the  owner 
I  that  another  could  prosper  in  his  property, 
I  where  the  present  tenant  cannot,  then  a 
i  new  tenant  should  be  procured  at  the  earli- 
I  est  possible  date.  If  the  reverse  is  true, 
I  then  a  way  should  be  found  to  re-establish 
the  business  on  a  basis  profitable  to  both 
landlord  and  tenant.  The  rent-paying 
ability  of  the  tenant  is  already  established 
by  his  profit  and  loss  statement.  He  would 
^  be  more  than  willing  to  adjust  his  lease 
f  and  give  to  the  owner  not  only  a  minimum 
guaranteed  rent  but  a  higher  than  normal 
percentage  above  that,  so  long  as  he  feels 
:  that  the  effort  he  puts  into  his  business 
,  may  return  something  to  him.  It  is  at  this 
point  that  it  is  possible  for  the  owner  to 
write  into  the  adjustment  agreement  stip- 
I  ulations  for  improvements  to  premises  or 
I  services  which  have  been  found  by  analy- 
l  sis  to  be  desirable  in  order  to  stimulate 


patronage  and  which  may  well  be  the 
means  through  which  he  may  receive  addi¬ 
tional  rental  on  a  percentage  basis. 

In  the  solution  of  a  problem  of  this  char¬ 
acter  rent  should  be  the  last  factor  to  be 
determined,  for  no  rental  contract  will 
produce  satisfactory  returns  unless  the 
elements  of  modern  merchandising  are 
provided. 

Modern  Merchandising  Increases  Rent 
AND  Profit 

What  are  some  examples  of  modern 
merchandising? 

One  is  in  illumination,  both  in  show 
windows  and  in  store  interiors.  Whereas 
the  former  standard  in  department  stores 
for  intensity  of  light  was  from  3  to  10 
foot  candles,  the  modern  trend  is  toward 
a  close  approach  to  daylight  conditions.  A 
retail  store  was  opened  in  Portland  last 
month  which  had  intensity  at  the  counter 
top  of  93  foot  candles,  as  well  as  700  foot 
candles  in  the  show  window.  I  am  in¬ 
formed  that  a  leading  variety  store  hav¬ 
ing  100  foot  candles  recently  opened  a  new 
unit  in  New  York  City.  In  order  that  you 
may  judge  the  importance  of  illumination 
in  the  minds  of  successful  merchants,  I 
quote  actual  electric  current  costs  for  four 
Portland  stores  for  1935 : 


Percentage 

Business  Store  Size  Cost  of  Rent 

Ready  to  .Wear..  18'xlOO'  $2,043.30  17% 

Shoes  .  18'x  75'  1,183.12  9% 

Jewelry  .  20'xl00'  1,504.90  18.8% 


Gloves  &  Hosiery.  24'x  30'  609.78  14.5% 

Fifty-seven  per  cent  of  all  stores  are 
poorly  lighted,  and  this  accentuates  the 
opportunity  offered  to  modern  merchants 
to  attract  customers  by  proper  illumina¬ 
tion,  Other  modern  features  adopted  by 
the  successful  merchants  are  attractive 
store  fronts,  fixtures,  floor  coverings, 
boxes  and  wrappings,  and  smart  delivery 
trucks. 
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I  remember  very  well  the  case  of  a  sub¬ 
stantial  merchant  who  was  taking  space 
in  one  of  our  properties.  He  had  very  ex¬ 
pensive  solid  oak  fixtures.  They  were 
not  outworn,  and  he  wanted  to  bring  them 
to  his  new  establishment.  However,  they 
were  15  years  old  in  style,  and  looked  it, 
and  we  were  determined  to  see  our  tenant 
have  new  fixtures  as  we  believed  they 
were  highly  desirable  in  order  to  main¬ 
tain  his  clientele  and  increase  it  in  the 
new  location.  We  finally  agreed  to  con¬ 
tribute  the  first  three  months  rent-free  of 
a  5-year  lease  as  an  inducement,  where¬ 
upon  the  merchant  purchased  new  and 
attractive  fixtures. 

This  merchant  obtained  an  immediate 
response  in  sales  volume  and  new  fixtures 
constituted  the  only  change  in  his  opera¬ 
tion. 

In  studying  the  problem  of  the  tenant, 
the  property  manager  has  a  valuable  ally 
in  the  competent  store  architect.  Often 
the  architect  can  contribute  suggestions 
which  result  in  increased  sales  or  economy 
in  operation.  Proper  size  and  location  of 
entrances,  the  best  division  and  use  of 
space,  the  elimination  or  disguise  of  struc¬ 
tural  defects  and  efficient  construction  and 
location  of  fixtures,  are  matters  on  which 
the  architect  can  render  valuable  assist¬ 
ance.  Just  as  Henry  Ford  had  to  design 
a  streamlined  car  to  retain  his  leadership, 
so  the  merchant  attracts  and  maintains 
trade  with  a  store  front  and  display  in 
tune  with  the  times. 

What  Will  the  Traffic  Bear? 

How  are  we  to  determine  an  equitable 
percentage  which  business  can  pay  as 
rent?  There  are  many  variations  within 
a  given  field  of  business,  but  as  a  guide 
only,  a  table  of  percentages  which  I  be¬ 
lieve  to  be  applicable  in  the  Pacific  North¬ 
west  is  submitted. 


Percentage  ot 
Gross  Sales 

Bakeries  .  5  -  6  % 

Barber  shops  .  10  % 

Beauty  shops — service  . 10  -13  % 

Books  and  stationery  .  10  % 

Books,  second  hand .  12  % 

Beer  parlors  .  8  % 

Candy  . 10  -15  % 

Cigars  and  tobacco .  6  -  7  % 

Department  stores  . up  to  4  % 

Drug  stores  .  5  -8  % 

Drug  stores,  individual .  9  % 

Electrical  goods  .  5  -6  % 

Florists  .  8  -10 

Furs  .  8  % 

Furniture  .  5  -6  % 

Garage  storage  .  45  % 

Garage,  sales  .  10  % 

Gas  stations  .  5  % 

Grocery  stores,  ordinary .  5  -  7  % 

Grocery  stores,  chain .  2M:-  3  % 

Haberdasheries  .  7^4-9  % 

Hardware  stores  .  5  -7  % 

Hosiery  and  knit  goods  .  7  -10  % 

Jewelry  .  8  -10  % 

Meat  markets  .  5 

Men’s  clothing  .  6  -  8  % 

Men’s  furnishings  .  7  -9  % 

Men’s  hats  .  7  -9  % 

Men’s  shoes  .  G  -8  % 

Men’s  shoes,  volume .  5  % 

Men’s  wear  .  6  % 

Millinery  . 12i^-15  % 

Optical  stores  . 10  -12%% 

Pianos  and  musical  instruments....  6  % 

Radios  .  6  % 

Restaurants  .  .'I  -10  % 

Cafeterias  .  7  -8  % 

Spoiling  goods  .  6  % 

Trunks  and  leather  goods .  10  % 

Women’s  cloaks  &  suits .  6  -  8  % 

Women’s  furnishings  .  6  -  8  % 

Women’s  shoes  .  6*4-  8  % 

Women’s  shoes,  volume .  5  -  7  % 

5-lOc,  or  25c  to  $2 .  5  -  7  % 

Retail  stores  (general  average) .  7  % 


There  has  been  no  material  change  in 
these  guide  figures  for  some  years,  except 
where  a  business  began  to  step  out  of  its 
own  classification.  Take  the  drug  busi¬ 
ness,  for  example,  which  I  have  listed  at  5 
to  8%  for  chain  operators,  9%  for  indi¬ 
vidual  operators.  The  purely  prescription 
pharmacy,  if  other  factors  are  correct,  can 
pay  10  or  even  12i/^%,  but  where  competi¬ 
tion  is  close,  mark-up  is  small,  and  a  vol- 


Percentage  Leasing 


143 


ume  business  is  indicated,  landlords  in  Los 
Angeles  have  been  known  to  profit  enor¬ 
mously  at  11/4%.  The  latter,  however,  can¬ 
not  be  called  drug  stores  for  a  very  high 
percentage  of  the  merchandise  they  sell 
are  not  articles  commonly  sold  in  drug 
stores,  as  we  know  them. 

In  chain  operations  the  profit  and  loss 
statements  and  balance  sheets  are  usually 
available  for  study.  It  is  useful  to  know 
what  percentage  of  profit  the  chain  is  mak¬ 
ing  on  its  present  volume  of  business.  One 
case  that  might  be  typical  is  a  volume  con¬ 
cern  doing  $16,000,000  of  business,  mak¬ 
ing  a  net  profit  after  all  operating  costs, 
including  taxes  but  before  dividends,  of 
approximately  $640,000.00.  That  is  4%  on 
its  volume  of  business.  If  this  chain  has 
a  store  in  your  property  and  is  paying  you 
a  percentage  rental  which  the  tenant  ad¬ 
mits  is  equitable,  and  your  .store  is  an 
average  store  and  does  a  business "  of 
$200,000.00,  you  can  figure  that  the  tenant 
made  approximately  $8,000.00  in  your 
store.  In  new  negotiations  it  is  interest¬ 
ing  to  determine  from  the  tenant  what  he 
expects  in  the  way  of  profits,  for  this  also 
indicates  the  balance  between  capital  in¬ 
vested  in  property  and  capital  invested  in 
merchandise,  equipment,  and  fixtures.  I 
believe  too  little  thought  has  been  given  to 
the  capital  position  of  the  merchant. 
There  are  many  instances  where  the  mer¬ 
chant  has  more  capital  invested  in  the  op¬ 
eration  of  his  business  than  that  invested 
in  property  he  rents.  The  good  merchant 
is  much  more  approachable  if  a  sympa¬ 
thetic  understanding  of  his  capital  require¬ 
ments  is  revealed. 

New  leases  to  desirable  tenants  are  be¬ 
ing  hastened  by  owner-participation  in 
physical  alterations,  and  even  on  account 
of  fixtures.  Amortization  of  fixture  in¬ 
vestment  must  be  considered  by  the  tenant 
in  his  lease  negotiations.  For  example,  a 
tenant  does  $150,000.00  per  year  in  gross 


sales,  spends  $15,000.00  for  fixtures,  and 
has  a  ten-year  lease.  Amortization  with¬ 
out  interest  over  the  period  of  the  lease 
would  be  at  the  rate  of  $1,500.00  per  an¬ 
num,  or  exactly  1%  of  gross  sales.  Where 
the  owner  assists  financially  in  the  installa¬ 
tion  of  fixtures  he  is  entitled  to  the  maxi¬ 
mum  percentage  the  business  will  stand. 
On  lease  renewals  when  fixtures  and  alter¬ 
ation  expense  are  completely  amortized, 
and  no  replacements  are  necessary,  the 
tenant  is  able  to  allocate  a  higher  percent¬ 
age  for  rent. 

How  Many  Years 

The  percentage  lease  makes  possible  the 
acquisition  of  many  desirable  tenancies 
which  would  otherwise  not  be  available. 
At  present  there  is  a  gap  between  the 
amount  the  merchant  can  conservatively 
commit  himself  to  pay  and  the  amount  at 
which  an  owner  safely  can  turn  over  his 
property  for  a  period  of  years.  A  ques¬ 
tion  often  discussed  is  that  of  the  time  ele¬ 
ment  in  making  leases.  That  is,  whether 
or  not  it  is  wise  policy  to  enter  into  a  5  or 
10  year  lease  now  rather  than  await  a 
more  favorable  market  before  making  a 
commitment.  If  the  lease  is  to  be  based 
upon  a  flat  rental  a  waiting  policy  has 
merit.  If  a  percentage  lease  is  under  con¬ 
sideration,  act  now.  A  fair  percentage 
lease  can  always  be  conceived  regardless 
of  the  time  element. 

Business  has  been  consistently  on  the 
up  grade  for  the  past  three  years.  This 
in  itself  constitutes  a  sound  reason  for  an¬ 
ticipating  returns  from  percentage  leases. 
I  should  like  to  make  a  few  comparisons 
and  predictions  in  this  regard.  The  De¬ 
partment  of  Commerce  release  on  Retail 
Distribution  in  May,  1935,  contains  some 
interesting  tabulations:  1,526,119  stores 
m  1933  compared  with  1,543,158  stores  in 
1929,  or  1.1%  fewer,  did  a  gross  business 
of  $25,037,225,000  in  1933  compared  with 
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$49,114,653,000  in  1929,  or  49%  less. 
Chain  business  was  35.8%  less  in  1933 
than  in  1929,  while  independent  business 
was  53.2%  less.  A  comparison  of  figures 
for  Oregon  and  Washington  may  be  of  in¬ 
terest  : 


Number  of  Stores.... 
Amount  of  Sales...., 
(in  thousands) 
Percentage  of  Change 

Stocks  on  Hand . 

(in  thousands) 


We  read  in  our  newspapers  that  retail 
trade  in  the  Northwest  is  up  some  16%  so 
far  this  year  over  1935  levels.  Some  of 
that  loss  in  sales  volume  is  being  recap¬ 
tured.  In  the  state  of  Oregon  alone,  retail 
sales  in  1933  were  $231,484,000  less  than 
in  1929.  Suppose  one-half  only  of  that 
loss  is  recaptured,  that  is,  $115,742,000  of 
annual  sales.  If  all  retail  outlets  paid 
rental  at  the  average  of  7%,  that  increase 
would  contribute  $8,101,940.00,  or  6%  on 
$135,000,000.00  of  capital.  It  is  my  opin¬ 
ion  that  as  trade  accelerates  rental  income 
through  a  participation  in  that  recovery 
will  far  exceed  any  increases  which 
might  be  arranged  through  graduated  flat 
rentals. 

The  utilization  of  this  form  of  contract 
made  it  possible  for  many  merchants  to 
continue  in  business  in  1932  who  are  to¬ 
day  paying  on  a  percentage  basis  substan¬ 
tially  the  amount  of  their  stipulated  rental 
in  1929,  The  merchant  was  enabled  to 
bank  on  his  future  with  his  landlord,  mak¬ 
ing  long-term  commitments  and  in  other 
ways  merchandise  his  operation  with  bene¬ 
fit  to  the  business.  An  old  established 
business  in  San  Francisco  was  in  a  critical 
condition  in  1932.  The  owner  granted  a 
percentage  lease.  This  business  was  able 
to  resume  dividends  in  1935  and  increase 


them  in  1936.  Now  the  owners  are  so 
pleased  with  the  results  of  their  new  ar. 
rangement  that  they  have  concluded  to  en¬ 
large  the  business  by  erecting  a  new 


building 

property. 

for  the 

tenant 

on  adjacent 

1933 

1929 

Oregon  Washington 

Oregon 

Washington 

.  1.3,769 

22,307 

14,570 

22,110 

.  $224,447 

$368,171 

$455,931 

$761,808 

.  —51% 

—52% 

$  33,909 

$  59,691 

$  72,027 

$110,410 

The  percentage 

lease  fits 

some  rather 

unusual  cases.  Some  actual  examples  are 
wholesale  rubber  and  mill  supplies,  whole¬ 
sale  and  retail  automobile  tires  and  acces¬ 
sory  distributors,  wholesale  crockery  and 
houseware,  a  seed  store,  a  life  insurance 
agency,  a  stock  brokerage  branch.  The 
fundamental  involved  is  that  the  rental  a  ' 
tenant  can  pay  cannot  be  predetermined 
over  a  period  of  years,  and  it  is  by  means 
of  the  percentage  arrangement  that  the 
the  minds  of  owner  and  tenant  can  meet 
with  safety  and  profit  to  both. 

Property  Rehabilitation  and  Leases 

I  said  I  was  not  going  to  talk  about  the  p 
various  forms  percentage  leases  might 
take.  There  is  one  type  I  should  like  to  l 
mention  in  connection  with  property,  I 
known  as  60%  to  70%  for  retail  purposes.  I 
Property  of  this  class  is  often  tenanted  by 
inferior  merchants  of  low  rent-paying 
ability.  To  introduce  the  strong  merchant 
into  a  70%  property  is  quite  a  task.  What 
the  property  owner  needs  is  a  tenant  of 
good  business  acumen,  with  adequate  capi¬ 
tal  to  carry  complete  stocks  of  merchan¬ 
dise,  and  who  will  operate  a  modern  store. 
Some  inducement  must  be  given  the  mer¬ 
chant  who  is  to  risk  his  capital  in  a  70% 
location.  One  inducement  is  the  right  on 
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his  part  to  cancel  at  the  end  of  stipulated 
periods.  The  merchant  can  measure  his 
maximum  loss  for  limited  periods  but  not 
for  10  years.  If  the  tenant  cancels  when 
permitted,  he  will  have  given  the  opera¬ 
tion  a  fair  trial,  the  owner  will  have  had 
an  opportunity  to  build  up  his  property 
with  other  strong  merchants  attracted  by 
the  first  one,  and  in  the  meantime  will 
have  received  the  full  rental  value  of  the 
premises  if  the  tenant  has  been  well 
chosen.  A  tenant  who  prospers  seldom 
cancels,  but  the  right  to  cancel  shows  the 
owner’s  confidence  in  his  own  property. 
That  is  what  might  be  called  hiring  a  mer¬ 
chant. 

The  percentage  lease  is  nowhere  more 
valuable  than  when  used  in  conjunction 
with  the  revitalization  of  property  which 
has  slipped.  I  think  that  I  can  best  ex¬ 
press  to  you  by  means  of  an  example  my 
reasoning  with  respect  to  the  rehabilita¬ 
tion  of  the  business  of  an  existing  tenancy. 
The  business  in  question  is  an  old  estab¬ 
lished  one,  but  was  allowed  to  run  down, 
in  appearance  and  in  service  to  its  clien¬ 
tele.  It  had  substantial  original  invest¬ 
ment  in  fixtures  and  equipment  which 
would  still  have  a  considerable  liquidating 
value.  The  business  was  dependent  upon 
current  income  to  pay  current  bills.  It 
was  concluded  that  if  properly  modernized 
in  surroundings,  equipment  and  service,  it 
could  occupy  a  real  place  in  the  commu¬ 
nity.  Accordingly,  a  plan  was  evolved 
whereby  the  requirements  of  the  business 
were  scheduled  for  a  new  10-year  period. 
The  first  approach  was  to  determine  what 
was  absolutely  necessary  from  the  stand¬ 
point  of  physical  alterations  to  the  prem¬ 
ises,.  and  the  purchase  of  new  equipment. 
Architects  were  engaged  and  the  improve¬ 
ments  were  planned  and  actual  figures 
taken  for  the  cost  of  the  work  involved. 
It  was  determined  that  an  expenditure  of 


$25,000.00  would  be  required.  A  study 
was  made  as  to  the  volume  of  business 
that  might  be  anticipated  if  this  capital 
expenditure  was  arranged,  and  it  was 
determined  that  a  handsome  profit  from 
operations  was  entirely  feasible. 

This  business  enjoyed  the  following 
gross  sales  from  1925  to  1934 : 


1925  . $213,392.60 

1926  .  196,079.37 

1927  . 165,408.86 

1928  .  147,671.21 

1934  .  99,000.00 


It  was  felt  that  the  volume  could  be  re¬ 
stored  to  from  $180,000  to  $200,000  per 
annum.  Because  the  proprietor  of  the 
business  had  not  set  aside  reserves  during 
his  good  years,  he  was  not  in  a  position  to 
contribute  capital,  and  the  landlord  there¬ 
fore  came  forward  with  a  plan  whereby  he 
agreed  to  spend  outright  the  sum  of 
$8,000.00  for  physical  improvements. 
Furthermore,  he  agreed  to  lend  the  lessee 
$4,000.00,  making  a  total  cash  investment 
of  $12,000.00.  Based  upon  this  commit¬ 
ment  the  lessee  was  able  to  sell  preferred 
stock  to  the  extent  of  $15,000.00,  a  total 
sum  of  $27,000.00  being  adequate  to  dis¬ 
charge  the  costs  of  alterations,  fixtures, 
and  equipment,  and  leave  a  reasonable 
cash  reserve  for  the  operation  of  the  busi¬ 
ness.  To  secure  the  landlord’s  loan  and 
provide  for  its  repayment,  terms  were 
agreed  upon  as  follows : 

1.  Salary  of  the  proprietor  was  fixed  at  an 
agreed  amount. 

2.  Life  insurance  in  a  substantial  amount  was 
carried  on  the  proprietor’s  life,  payable, 
first,  to  the  owner  of  the  property  for  the 
amount  of  their  capital  loan  and,  second,  to 
the  business  for  the  balance. 

3.  60%  of  the  net  profits  of  the  operation  of 
the  business  was  to  be  paid  monthly  to  the 
landlord  to  retire  the  capital  loan,  the  re¬ 
maining  40%  to  be  impounded  in  the  busi¬ 
ness. 

4.  The  capital  loan  was  to  bear  6%  interest, 
payable  quarterly,  on  balances. 

5.  No  dividends  on  common  stock  were  to  be 
declared,  and  no  increases  in  proprietor’s 
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salary  were  to  be  made  until  the  capital 
loan  to  the  owners  had  been  repaid  and  a 
$10,000.00  cash  surplus  created  out  of  earn¬ 
ings. 

6.  The  owner  was  to  have  a  representative  on 
the  proprietor’s  board  of  directors. 

7.  The  proprietor  was  to  execute  a  chattel 
mortgage  covering  all  present  and  future 
fixtures  and  equipment  as  security  for  the 
lease. 

A  ten-year  lease  was  agreed  upon  as 
follows:  5%  up  to  $10,000.00  monthly 
gross  sales;  6%  from  $10,000.00  to  $12,- 
000.00;  71/2%  from  $12,000.00  to  $15,- 
000.00;  and  9%  above  $15,000.00  with  a 
minimum  guaranteed  rent  of  $500.00  per 
month  for  the  first  three  years;  $600.00 
per  month  for  the  next  3  years ;  and 
$750.00  per  month  for  the  last  four  years. 

This  business  has  lived  up  to  the  expec¬ 
tation  of  the  property  owner  in  every  way, 
and  is  enjoying  gross  sales  at  the  rate  of 
$218,000.00  per  annum,  which  will  return 
a  rental  of  $1,125.00  per  month,  as  against 
$300.00  per  month  formerly  received. 

I  mention  this  case  for  the  reason  that 
it  is  indicative  to  me  that  a  judicious  use 
of  capital  in  real  estate  can  be  made  to 
pay  handsome  dividends.  Where  we  have 
found  tenants  who  had  real  ability,  a 


proven  record  for  honesty,  we  have  not 
hesitated  to  assist  them  in  obtaining  ade¬ 
quate  capital  for  the  development  of  their 
business.  This  need  not  necessarily  be 
from  the  property  owner’s  funds,  but  often 
a  property  owner  is  in  a  better  position  to 
assist  his  tenants  to  obtain  capital  than 
anyone  else.  Certainly  under  a  proper  per¬ 
centage  lease  no  one  could  be  more  inter¬ 
ested  in  the  success  of  the  tenant  than  the 
property  owner,  unless  it  is  the  tenant 
himself.  As  security  investments  become 
increasingly  difficult  of  selection,  is  it  not 
possible  that  the  property  owner  is  over¬ 
looking  an  opportunity  in  his  own  prop¬ 
erty  for  profitable  employment  of  capital? 

In  conclusion,  let  me  say  that  real  estate 
is  worth  only  what  it  earns.  To  obtain 
profit  in  the  form  of  income  and  capital 
gain,  value  must  be  built  into  property  by 
means  of  its  merchandising  occupants. 
Flat  rental  leases  will  continue  to  be  used 
as  in  the  past,  but  I  am  confident  that  the  F 
percentage  lease  wisely  employed  by  prop¬ 
erty  management  will  not  only  produce  the 
highest  rental  returns  but  will  also  attract 
the  type  of  merchants  whose  very  presence 
in  the  property  safeguards  its  future. 


How  Many  Forms? 

By  Thomas  J.  Fleming 


IS  your  business  a  slave  to  paper  work? 
Are  your  building  managers  and 
brokers  so  enmeshed  in  “red  tape” 
and  the  labor  of  preparing  forms  and  re¬ 
ports  that  they  do  not  have  sufficient  time 
to  inspect  their  properties  frequently,  de¬ 
velop  good-will  contacts  with  clients,  and 
so  in  the  end  perform  their  task  less  effi¬ 
ciently  with  the  use  of  forms  than  with¬ 
out  them? 

The  continual  study  of  forms,  their 
proper  use,  and  timely  revision,  is  one  of 
the  primary  functions  of  the  executive  in 
charge  of  any  real  estate  organization. 
Let  us  first  consider  “Why  do  we  use 
forms?”  What  do  we  gain  by  the  use  of 
forms  that  will  offset  the  trouble,  nuisance, 
and  expense  of  gathering  data,  printing 
forms,  and  retabulating  results?  It  ap¬ 
pears  that  we  use  forms  for  the  follow¬ 
ing  reasons : 

1.  To  make  it  easier  for  our  employees  or  for 
our  client  to  give  us  vital  information. 

2.  For  uniformity  of  practice,  and  to  record 
data  for  comparative  purposes. 

3.  To  bring  certain  items  forcibly  to  mind  and 
avoid  their  neglect. 

4.  To  see  that  all  appropriate  Information  is 
supplied:  prevents  reports  being  too  sketchy. 

If  we  will  consider  all  of  these  cardinal 


points  every  time  we  prepare  a  form  and 
see  that  it  is  designed  to  satisfy  all  four 
reasons  for  its  existence,  we  will  find  our 
forms  much  better  prepared.  Through  evo¬ 
lution,  we  find  that  our  needs  for  informa¬ 
tion  change  and  our  sources  become  more 
prolific.  We  gradually  find  duplication  of 
items  in  various  forms  which  therefore 
call  for  continual  revision.  If  none  of 
the  four  cardinal  principles  above  men¬ 
tioned  is  carried  out  by  the  use  of  these 
forms,  then  their  practice  should  be  dis¬ 
continued. 

Perhaps  we  can  better  illustrate  the 
function  of  forms  in  fulfilling  these  prin¬ 
ciples  by  studying  some  of  those  now  in 
use. 

Securing  Information 

Form  1  is  a  slip  which  we  enclose  with 
rent  bills  going  to  tenants,  which  illus¬ 
trates  what  we  mean  by  the  use  of  a  form 
to  make  it  easier  for  the  client  to  give  us 
information.  This  is  a  slip  designed  to 
encourage  the  tenant  to  make  suggestions 
or  recommendations  in  an  easy  form  and 
at  the  same  time  that  he  mails  in  his  rent 
check.  This  makes  it  a  simple  matter  for 
the  tenant  to  unburden  his  troubles  with¬ 
out  much  formality.  We  have  observed 


ROSS  &  BROWNE  Date 

919  N.  MICHIGAN  AVE. 

CHICAGO 

Gentlemen: 

Kindly  attend  to  the  following: . 


Signed . 

Address . 

Any  suggestion  or  recommendation  for  the  improvement  of  service 
u'ill  be  appreciated 


Form  1 
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that  tenants  sometimes  nurse  secret  griev¬ 
ances  and  for  many  months  refuse  to  make 
complaint  or  suggestion  to  our  building 
managers.  If  an  easy  way  out  is  presented 
to  them,  such  as  this  form  provides,  we 
have  found  that  many  points  of  contention 
have  been  smoothed  out  and  many  profit¬ 
able  recommendations  for  improvement  in 
service  have  been  given  us  by  tenants. 

Form  2  is  a  report  of  sales  to  be  filed  by 


Forms  3  and  4  are  two  collection  notices 
of  the  more  usual  type  that  can  be  filled 
in  very  readily  by  the  building  manager 
and  mailed  to  delinquent  tenants.  These 
reminder  notices  save  considerable  time 
over  the  labor  of  typing  letters  and  are 
not  as  embarrassing  for  a  first  contact 
with  a  delinquent  tenant.  Form  3  is  habit¬ 
ually  sent  out  on  all  accounts  which  are 
unpaid  on  the  seventh  of  the  month  and 


Date . 

REPORT  OF  SALES 

As  required  by  the  lease  of: 

. for  the  premises . 

.\ddress  . 

Period  from  . to . 

Total  Gross  Sales  . . .  $ 

Refunds  on  Returned  Merchandise  .  $ .  $ 

Other  Authorized  Deductions  (Explain)  .  $ .  ? 


Total  Gross  Sales  upon  which  rental  is  to  be  paid .  $. 

Rate  of  Rental . %  Total  Rental  .  $. 

Deduct:  Minimum  rental  which  has  been  prepaid  .  $. 

.4dditional  Rental  now  due  for  the  above  period .  $. 


I  hereby  certify  that  the  above  statement  of  sales  is  true  and  correct  and  is  com¬ 
puted  in  accordance  with  all  of  the  terms  and  conditions  of  our  (my)  lease. 

The  books  of  accounts  for  this  period  have  been  audited  by  . 

. .  and  the  certificate  of  audit  may  be  inspected  at 

our  office. 


(President ) 

Subscribed  and  sworn  to  before  me  this . 

dav  of  .  A.  D.  19 . 


( Secretary ) 


Notary  Public 

(NOTE:  This  certificate  may  be  brought  to  the  office  of  Ross  &  Browne  where  the 
services  of  a  Notary  Public  are  available  without  charge). 


Form  2 


tenants  who  have  percentage  leases.  Many 
of  the  tenants  on  percentage  leases  make 
reports  in  letter  form  or  on  assorted  sized 
sheets  of  paper.  Some  of  them  will  pre- 
.sent  elaborate  statements  and  some  will 
merely  write  a  figure  and  sign  their  name. 
In  order  to  have  appropriate  data,  we  sup¬ 
ply  the  tenant  with  these  forms  so  that 
they  will  give  us  a  prompt  report  on  all 
sales. 


Form  4  is  sent  out  on  the  fifteenth  of  each 
month. 

In  line  with  this  same  principle  of  sim¬ 
plicity,  we  have  adopted  the  use  of  win¬ 
dow  envelopes  for  use  with  all  rent  bills, 
collection  notices,  and  the  mailing  of 
checks.  The  rent  bills,  and,  if  desired, 
the  reminder  notices,  can  be  prepared  on  | 
the  addressograph  machine.  Checks  are,  | 
of  course,  typewritten  but  the  name  on  j 
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1 

I 

r 

i 

I  l^’orm  3 


1 


I 


I 


tial  to  know  in  detail  the  type  of  building 
being  discussed.  Such  questions  as  the 
size,  area,  type  of  heating  plant,  etc.,  are 
all  very  essential  to  the  understanding  of 
cost  figures.  The  inside  fold  of  this  sheet 
shows  the  summary  of  the  income  and  ex¬ 
pense  items  broken  down  into  depart¬ 
ments,  according  to  our  regular  cost  anal¬ 
ysis  system.  This  sheet  will  show  the 
comparison  of  five  years  of  operation  and 
the  expenses  and  income  can  be  compared 
upon  a  per-room  basis. 


the  face  of  the  check  serves  as  the  name 
for  the  window  envelope.  This  has  re¬ 
sulted  in  a  great  saving  of  time  and  effort 
in  the  Accounting  Department. 

Operating  Data 

In  order  to  record  our  data  on  the  op¬ 
eration  of  buildings  for  comparative  pur¬ 
poses,  we  have  developed  Form  5,  called 
“Description  of  Building  and  Information 
for  Cost  Analysis.”  In  comparing  operat¬ 
ing  costs  of  various  buildings,  it  is  essen¬ 


ROSS  &  BROWNE 

ilCAL  BSTATK 
»!•  N.  MICHIGAN  AVK. 

CHICAOb 

YOUR  ATTENTION  IS  CALLED  TO  YOUR  UNPAID  BALANCE 

ON  OUR  BOOKS  OF  $ - KINDLY  REMIT  BY 

RETURN  MAIL. 

r  ”1 


L  J 

IF  REMITTANCE  HAS  BEEN  MAILED.  PLEASE  DISREGARD  THIS  NOTICE. 

Form  4 


ROSS  a  BROWNE 

Real  Estate 

SIS  N.  MICMISAN  AVE. 
CHICAGO 


MAY  WE  CALL  YOUR  ATTENTION  TO  YOUR  UNPAID  BALANCE 

ON  OUR  BOOKS  OF  $ _ YOUR  PROMPT 

REMITTANCE  WILL  BE  APPRECIATED. 

r  “1 


L  J 

IF  REMITTANCE  HAS  BEEN  MAILED.  PLEASE  DISREGARD  THIS  NOTICE. 
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ROSS  &  BROWNE 

REAU  ESTATE 

Management  Department 

9)9  N.  Michigan  Ave. 

BUILDING 

DESCRIPTION  OF  BUILDING 

AND 

INFORMATION 

FOR  COST  ANALYSIS 

Height  of  building  in  stories - — — -In  feet  - . -  — Year  built - 

Type  of  building  construction - 

Size  of  lot - Area  of  lot - 

No.  of  apts - No.  rooms  - No.  kitchens - 

No.  Stores - - No.  offices - No.  apts.  unfurn _ 

No.  of  garages - No.  of  elevators  (Passenger) - Freight - 

Elev.  self  operating.. - Heating  (Type  fuel) - 

Type  and  make  of  boilers - Firing  method - 

Type  of  heating  system - Single  pipe 


- —Cubical  Content - 

- Alley  paved - 

- Area  of  Bldg - 

- No.  of  baths - 

- No.  apts.  furn _ 

- Make - 

No.  Boilers - - H.  P.- 

- Amt.  of  Direct  Rad _ 

- V  acuum - 


Are  following  included  in  rent?  Gas - Light. 

Is  linoleum  furn.? - -Windows  washed  by - 

Kind  of  floors - Make  of  gas  range - 


Location  of  garage - 

Is  building  in  charge  of  resident  manager? - 

Does  janitor  occupy  free  quarters  in  bldg.? - 

Assumed  management  on - 

Expenditures  limited  to— - — - - 

Date  of  Stockholders’  Meeting - 

Fiscal  year  ends  on - 

Who  handles  following?  Income  tax  returns- 
Who  handles  franchise  and  corporation  taxes? 

Are  there  any  property  easements?  — — - - 

What  are  zoning  restrictions? - 

State  in  whose  name  leases  are  to  be  executed 
Remarks: 


- Light - - - Refrigeration - Make- 

I  by - How  often - Charged  to¬ 
gas  range - Type  of  hot  water  heater - 

- Capacity - Cars.  Ramp  or  Elev _ 

- Market  value  of  apt. - 

- Market  value  of  apt. - 

- - - - - - — Terms  of  contract - 

- -  —Statements  to  owners  rendered  on - 

- — — — —  Date  of  Directors  Meeting - 

- - - Fire  insurance  rate - ; _ 

- P.  P.  Tax - R.  EL  Tax - 

- Instructions  on  advertising  — - - 
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EXPENSE-Continued 

“  ■  - 

193— 

193— 

193— 

193— 

193 

maintenance 

Painting  •  Exteriors  &  Public  Spaces 

701  &  702 

Painting  •  Interiors  703 

TOTAL 

General  Repairs  704  to  710 

Window  Shades  711 

Keating  &  Ventilating  713 

Plumbing  714 

Refrigeration  715 

Elevators  7 1 6 

Miscellaneous  7l2&7l7to7l9 

TOTAL 

Furniture  Repairs  721 

Carpet  &  Rug  Repairs  722 

Curtain  Drapes  &  Linen  Replacements 

723  to  726 

TOTAL 

— 

TOTAL  NORMAL  OPERATING 

EXPENSE 

Taxes  901  fit  902 

Insurance  903  6c  904 

total  INCLUDING  TAXES 

8c  INSURANCE” 

. 

Lease  Commissions  1001 

■ 

Special  Expenses  and  905  to  906 

Capital  Improvements  1002  to  1203 

TOTAL  EXPENSES  BEFORE  DEPRE- 

CIATION  AND  OWNERS  CHARGES 

Tax  Accruals* 

_ 

Insurance  Accruals 

EXPENSE  PER  ROOM  ’ 


Normal  operating  expenses 

Taxes 

Insurance 

Total  exclusive  of  lease  commissions, 
special  8c  capital  items** 

INCOME  PER  ROOM 


Average  per  room  Unfurnished 

Average  per  room  Furnished 

Average  per  sq.  ft.  Stores  8c  Offices 

Average  per  room  overall  ** 

Form  5 — Page  3 
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All  figures  are  net  as  recorded  in  analysis  book. 

♦Taxes  shown  herein  are  as  billed  against  the  property  unless  included  in  33  and  37. 

The  number  of  rentable  apartments  in  building  is  exclusive  of  janitor’s  apartment. 

The  number  of  rooms  in  the  building  includes  those  of  the  janitor’s  apartment. 

In  computing  operating  expense  per  room  use  total  number  of  rooms  in  the  building 
including  janitor  and  other  staff  employees  apartments. 

In  considering  income  per  room  exclude  janitor’s  apartment  where  same  is  not  a 
typical  apartment  above  ground  floor  but  include  all  other  apartments. 

xxin  the  average  building  consisting  of  stores  and  apartments  compute  the  square 
footage  of  the  store  space,  then  take  the  average  square  foot  area  in  an  average  typical 
room  of  an  apartment  within  the  building  and  compute  from  this  figure  how  many  rooms 
would  be  contained  within  the  square  foot  area  of  the  store  space.  Add  this  figure  to 
the  actual  total  number  of  rooms  for  computing  the  operating  cost  and  total  overall 
income  per  room. 


RENTAL  VALUE  OF  VACANT  SPACE 


193— 

193— 

193— 

193— 

193— 

Unfurnished  Apartments 

— 

Furnished  Apartments 

Stores  and  Offices 

Garage 

Miscellaneous 

!| 

TOTALS 

Form  5 — Page  4 


BUILDING 


ROSS  &  BROWNE 

REAL  ESTATE 
919  NORTH  MICHIGAN  AVENUE 

MANAGEMENT  DEPARTMENT 

Summary  of  Monthly  Operations 


Annual  Budget  %- 
Monthly  Average 
Budget  $- 


Form  6 
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Building _ 

Addreu _ 

Name  of  Tenant 
New  Lease 
Renewal  From _ 


ROSS  &  BROWNE 

DECORATING  RECORD 

_  Apt  No - Estimate  Dated. 

Size  of  Apt _ Order  No _ 


Rental  $ _ Mgrs.  O.  K.. 


Living  Room 

Library 

Reception  Hall 

1st  Bed  Chamber 

2nd  Bed  Chamber 

3rd  Bed  Chamber 

Guest  Room 

HalU 

1  St  Bath  Room 

2nd  Bath  Room 

Dining  Room 

Kitchen 

Pantry 

Butler's  Pantry 

Closets 

Servant's  Room 

Servant's  Bath 

Radiators 

Miscel.  Items 

Exterior 

Time  & 

Signature  of  Tenant__. — - Material  O.  K.  - 

Performed  By^ - — -  Labor  $. 

Time  Promised - - — -  Material  $. 

Date  Started— _ Date  Finished _  (Contract)  Total  $. 

Last  on  reverse  sidle  other  Estimates  and  List  of  Materials 

Form  7 
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Form  6  is  designed  to  tabulate  the 
monthly  operations  of  each  building  so 
that  each  manager  may  observe  the  prog¬ 
ress  of  his  building  as  rentals  increase  or 
as  accounts  remain  uncollected.  This  is 
the  periodic  statement  which  serves  to 
“wave  the  red  flag  of  danger”  for  the 
department  supervisor,  who  then  sits 
down  with  the  building  manager  to  make 
the  detailed  analysis  of  the  property  and 
takes  suitable  steps  to  correct  abnormal 
expenses  or  poor  collections.  The  file  of 
these  statements  really  serves  as  the 
“thermometer”  of  management. 

Form  7  is  the  decorating  record,  pre¬ 
pared  in  four  copies,  and  serves  both  as  a 
solicitation  for  bids  and  as  a  record  of 
the  decorating  actually  done.  One  copy 
is  filed  as  a  decorating  record  and  other 


copies  are  mailed  to  contractors  with  a 
request  for  their  competitive  figure.  You 
will  notice  that  this  form  also  satisfies  all 
of  the  four  cardinal  principles  of  con¬ 
structing  forms.  It  makes  it  easy  to  tabu¬ 
late.  All  decorating  is  on  a  competitive 
basis  by  rooms  if  necessary,  and  by  in¬ 
dividually  mentioning  all  rooms,  closets 
and  other  items,  it  brings  these  details 
forcibly  to  mind  so  that  they  will  not  be 
estimated  by  one  contractor  and  omitted 
by  another. 

In  further  explanation  of  our  decorat¬ 
ing,  let  me  explain  that  Form  8  is  a  con¬ 
tract  to  be  signed  by  all  decorating  con¬ 
tractors  before  submitting  any  estimates 
on  work.  This  contract  specifically  covers 
the  quality  of  work  to  be  done  and  the 
method  of  operation  of  the  contractor. 


INSTRUCTIONS  FOR  PAINTING  &  DECORATING 

For  all  properUes  managed  by 

ROSS  &  BROWNE 

919  No.  Michigan  Ave. 

CHICAGO,  ILL 


WORK  REQUIRED 

The  work  to  be  done  under  this  contract  in¬ 
cludes  the  furnishing  of  all  labor,  materials,  equip¬ 
ment  and  services  necessary  for  the  proper  paint¬ 
ing,  paper  hanging,  decorating  and  wood  finishing 
of  all  work  designated  on  this  job. 

PROTECTION  OF  WORK 

The  contractor  shall  furnish  and  lay  drop  cloths 
in  all  areas  where  work  is  being  done  in  order  to 
protect  the  fioors,  furniture,  and  other  work  from 
damage  during  the  prosecution  of  this  painting 
and  decorating. 

All  window  shades,  coverings,  metal  plates  and 
light  fixtures  shall  be  properly  protected  and  re¬ 
placed  in  the  proper  manner. 

[Note:  The  contractor  shall  make  good  all  dam¬ 
age  done  to  floors,  wood  tcork  and  other  finish 
through  the  neglect  or  carelessness  of  his  em¬ 
ployees.] 

INSURANCE 

The  contractor  shall  secure  and  protect  the 
owner  or  manager  from  any  liability  whatsoever 
for  injury  to  any  person  or  persons  or  property. 
He  shall  secure  and  maintain  liability  insurance 
in  sufficient  amount  to  protect  himself  from  any 
liability  or  damage  for  injury  to  any  of  his  em¬ 
ployees  or  other  persons  or  property  during  the 
prosecution  of  this  contract. 


COLORS  AND  DESIGNS 

The  colors  and  designs  for  all  types  of  finish 
shall  be  selected  by  the  manager  only  unless  he 
shall  in  turn  designate  some  other  party. 
MATERIALS 

All  paint  materials  required  under  this  contract 
shall  be  the  products  of  Hockaday,  Inc.,  20  N. 
Wacker  Drive,  Chicago,  Ill. 

[Note:  These  materials  shall  he  delivered  to 
the  building  in  unbroken  packages  subject  to  in¬ 
spection  and  approval  before  using. 

No  empty  containers  bearing  the  name  or  brand 
of  any  other  manufacturer  shall  be  brought  to  the 
premises  for  the  purpose  of  mixing  paint.] 

All  materials  shall  be  mixed  in  strict  accordance 
with  the  manufacturer’s  directions  and  specifica¬ 
tions.  All  workmanship  shall  be  the  very  best 
with  the  materials  evenly  spread  and  smoothly 
flowed  on  without  runs  or  sagging. 
PREPARATION  OF  SURFACES 
All  surfaces  must  be  carefully  prepared  to  re¬ 
ceive  the  material  and  be  properly  touched  up, 
as  the  application  of  the  first  coat  of  any  paint  or 
varnish  by  the  contractor  shall  be  construed  as 
an  acceptance  by  him  for  the  responsibility  of 
the  base.  All  surfaces  to  which  paint  or  varnish 
is  to  be  applied  shall  be  dry  and  clean. 

[Vote;  In  no  case  shall  the  second  coat  be  ap- 
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plied  until  the  first  coat  is  thoroughly  dry  and 
hard.} 

FINISH 

The  finished  surface  must  be  void  of  brush 
marks,  bristle  marks,  laps  or  hashes. 

[Note;  All  paints  shall  be  evenly  flowed  on  and 
carefully  fanned  out  with  the  tip  of  the  brush. 
The  upper  and  lower  edges  of  all  sash  shall  be 
painted  in  the  same  manner  as  the  finish.} 
COMPLETION  OF  WORK 

The  contractor  shall  clean  off  all  paint  spots, 
stains,  etc.,  from  the  fioors,  wood  work,  brass, 
hardware  and  other  finished  surfaces  and  shall 
leave  the  rooms  in  perfect  condition.  He  shall 
also  remove  at  the  completion  of  the  work  under 
this  contract,  all  rubbish  and  accumulated  mate¬ 
rials  from  the  premises  and  leave  same  in  a  clean, 
orderly  and  first  class  condition  as  far  as  his 
work  is  concerned. 

INSPECTION  AND  APPROVAL 

The  work  specified  under  this  contract  shall  be 
subject  to  inspection  and  approval  by  the  Owner 
or  Manager  upon  completion  of  same. 

FINAL  PAYMENT 

All  bills  shall  be  accompanied  by  a  waiver  of 
lien  relieving  the  owner  or  manager  of  all  re¬ 
sponsibility  arising  from  material  and  labor  used 
on  this  job. 

IRON  WORK 

All  iron  work,  metal  windows,  gutters,  down 
spouts,  flashings  or  other  metal  work  shall  have 
all  loose  paint  scraped  off,  all  rust  spots  removed 
with  steel  brushes  and  touched  up  with  red  lead 
paint  before  applying  the  final  coat  of  paint. 
EXTERIOR  WORK 

All  wood  work,  brick  or  concrete  surfaces  as 
designated,  shall  be  properly  prepared  and  given 
two  coats  of  pure  Lead  and  Zinc  Paint. 
INTERIOR  SURFACES 

1.  All  surfaces  to  be  painted  shall  be  thor¬ 
oughly  w’ashed  before  any  other  work  is  done. 

2.  All  cracks  in  the  plaster  must  be  cut  out 

This  is  to  certify  that  we  have  on  file  a  copy  of 
same. 

Signature  of  Contra< 


to  a  depth  of  one  half  inch,  wet  down  and  filled 
with  plaster  of  Paris  and  trowelled  to  a  smooth 
even  finish. 

3.  Surfaces  to  be  kalsomined  shall  in  no  case 
be  done  until  old  kalsomine  has  been  washed  off 
thoroughly  and  the  plaster  repaired  as  designated 
in  clause  2. 

4.  Walls  where  painting  is  done  must  be  evenly 
stippled  unless  otherwise  specified. 

5.  All  openings,  nail  holes,  etc.,  in  wood  work 
and  openings  between  the  wood  work  and  walls 
shall  be  carefully  filled  with  Swedish  Putty  be¬ 
fore  painting  is  started. 

6.  Wood  w'ork  shall  always  be  enameled  in 
Gloss  or  Semi-Gloss  as  designated.  In  no  case 
shall  the  wood  work  be  painted  or  stippled  un¬ 
less  so  designated. 

7.  All  fioors  shall  be  thoroughly  cleaned  with 
steel  wool  and  the  proper  cleaning  compound, 
carefully  rinsed  and  dried  before  reflnishing. 

8.  All  old  wall  paper  must  be  removed  before 
repapering  unless  otherwise  designated.  New 
paper  shall  be  hung  two  edge  Butt  work,  unless 
nip  work  is  designated. 

9.  In  repairing  canvassed  walls  where  evidence 
of  loose  canvas  appears,  the  old  canvas  shall  be 
removed  and  new  material  applied  and  built  up 
to  the  balance  of  the  surface.  All  exposed  joints 
must  be  cut  joints  filled  with  putty. 

10.  Where  cabinet  work  is  to  be  done,  the  in¬ 
side  is  to  be  included  unless  otherwise  designated. 

11.  Where  graining  work  is  to  be  done,  the 
proper  ground  w'ork  is  to  be  applied,  grained  and 
finished  to  match  the  surrounding  surfaces. 

12.  All  surfaces  that  are  to  be  glazed  shall  be 
properly  grounded  in,  evenly  stippled,  carefully 
glazed  and  starched. 

13.  Concrete  floors  shall  be  finished  with  con¬ 
crete  floor  enamel. 

14.  Radiators  and  exposed  pipes  shall  be  fin¬ 
ished  to  harmonize  with  surrounding  surfaces. 

15.  Extras  will  be  allowed  only  on  w'ritten 
authority. 

these  instructions  and  shall  be  fully  guided  by 
tor  . 


Witness: 


By 


Dated . 

Form  8 


Reminders  or  Work  Sheets 
Our  third  principle  is  the  use  of  forms 
to  bring  items  forcibly  to  mind.  Of 
course,  in  the  perfect  person  with  infalli¬ 
ble  memor>%  such  a  form  would  not  be 
necessary.  However,  we  find  that  it  is 


definitely  of  assistance  to  our  employees 
to  require  regular  duties  of  them. 

The  superintendent  report.  Form  9, 
serves  this  purpose  as  well  as  some  of  the 
others.  This  form  requires  that  the  build¬ 
ing  superintendent  accurately  check  all 


A. 
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ROSS  &  BROWNE 

Semi-Monthly 

Building  Maintenance  Report 


Lb«.  Coal 
Consumed 


Steam  Aver.  I 
On  Otf  Tempi 


i  House  Pumps _ 

Vacuum  Pumps _ 

^  Firo  Pumps _ 

!  Ejector  Pumps 

I  Exhaust  Fans _ 

I  Supply  Fans _ 

I  Catch  Basins  Cleaned 
I  Sewer  Lines  Rodded 


Condition  o( 
As  Noted  Below 


_  ^  j  Isi  Of  I6ih 

1  On  H.Dd  ^ 

2  Received  This  Period 

3  Total  Supply  (I  &  2) 

4  Consumed _ 

5  No.  lbs,  on  Haiid  (3  &  4) 
.6  No.  Tons  on  Hand 


Boiler  Compound  Used 

Water  Softeners _ 

Rool  ar>d  Downspouts _ 

Waterproofing  Needed _ 

Eletric  Meters  Tested 

Elevator  Maintenance _ 

Fire  Extinguishers  Refilled _ 

Tertant  Refrigerators  Inspected 

;  Water-Filters _ 

Eaterroirmtor  Inspection _ 

Ashes  and  Rubbish  Rerttoved 
[  Door  Checks  Inspected _ 


METER  READINGS 


Poor  i  Fair  I  Good 


Sidewalks  and  Grounds 

Awnings _ _ 

Rre  Escapes  _ 

Stair  Halls _ _ 

Auto  Driveway _ 


I  _  I  Irtcmerator _ 

Rec^  of  Dates  simI  Apartment  Nos. 
Name  cd  Tenants  In  and  Out 


Equipment  laid 
up  for  Service 
and  Repairs 


Report  Appearance  ~  CoiKlition  of 

Lobbies _ 

Apartment  Corridors 
Apartment  Foyers 

_  Elevator  Cabs _ 

Employees  Uniforms 

Service  Quarters _ 

_ Garages _ 

Windows*  1st  2  Floors 


Date  Ready 
for  Use 


Poor  Fair  .  Good 


_ Signed _ 

Additional  explanation  to  be  made  when  needed,  by  janitor  or  Superintendent 

Form  9 


OK _ APP  __ 

See  Reverse  Side 
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(Back  of  Form  9) 

ROSS  &  BROWNE 


Maintenance 

The  following  is  a  list  of  instructions  and  notes 
which  are  intended  to  act  as  a  reminder  to  all 
the  building  crew  who  are  in  any  way  involved 
in  the  maintenance  of  the  building.  Such  in¬ 
structions  as  are  received  from  time  to  time 
should  be  considered  in  addition  to  the  following: 

Glass  entrance  and  vestibule  doors  to  be  cleaned 
and  washed  as  frequently  as  necessary.  In  no 
instance  should  any  glass  in  principal  parts  of 
building  be  washed  less  than  once  a  week. 

Loose  door  knobs  on  entrance  doors  are  to  be 
repaired  at  once. 

Kick  plates,  mail  boxes  and  other  metal  work 
should  be  polished  at  least  twice  a  week. 

Be  sure  that  mail  boxes  are  always  in  good  re¬ 
pair,  kept  clean,  and  that  name  plates  are  al¬ 
ways  uniform. 

Be  sure  to  retain  a  key  or  record  of  their  num¬ 
ber  of  every  mail  box  in  the  building. 

Street  numbers  must  be  firmly  affixed  and  al- 
w'ays  visible. 

Door  checks  on  entrance  and  vestibule  doors 
must  be  properly  checked  and  lubricated  so  that 
they  work  satisfactorily  and  do  not  squeak. 

See  that  front  doors  that  require  a  new  coat 
of  varnish  or  revarnishing  are  given  frequent 
thought  and  called  to  the  manager’s  attention. 

Be  sure  that  paper  door  signs  are  always  neat, 
clean  and  changed  frequently. 

Condition  of  side  walks  to  and  around  the  build¬ 
ing  must  be  observed  for  such  repairs  as  neces¬ 
sary  from  time  to  time  in  order  to  avoid  any 
accidents. 

See  that  there  are  no  broken  or  sunken  places 
in  the  walk  that  will  cause  pools  of  water  to  stand. 

Wherever  side  walks  butt  up  against  building 
cracks  must  be  pointed  and  kept  in  satisfactory 
condition.  Please  report  such  conditions  to  man¬ 
ager. 

Check  condition  of  front  and  rear  lawns  in 
Spring  and  Fall.  Be  sure  that  fence  is  in  good 
order,  loose  wires  do  not  exist  and  that  posts  are 
always  properly  painted.  Lawns  and  shubbery 
are  to  be  frequently  cut  and  trimmed.  Flower 
beds  and  urns  properly  watered  and  kept  free  of 
weeds. 

Dead  limbs  and  wild  growth  must  be  kept 
trimmed  from  trees. 

Loose  paper,  rubbish,  etc.,  not  permitted  on 
lawn  and  around  front  or  rear  of  building  at  any 
time. 

Please  report  if  front  of  building  requires  tuck 
pointing  or  cleaning. 

The  condition  of  the  walls  on  the  roof  and  the 
tile  coping  must  be  closely  observed.  Should 
brick  chimney  show  any  need  of  pointing,  please 
advise  manager. 

Report  the  windows  that  require  caulking  or 
weatherstripping,  and  the  condition  of  the  paint 
on  sash  and  frames. 

Rear  porches,  stairhalls  and  landings,  whether 
inside  or  outside  of  building  must  be  swept  down 
daily  and  washed  at  least  one  a  week  throughout 
the  year. 

Garbage  cans,  incinerator  doors,  or  other  re¬ 
ceptacles  for  waste  must  be  boiled  out  with  hot 


Department 

water  at  least  once  a  week.  Never  permit  ac¬ 
cumulation  of  rubbish,  old  lumber,  cans,  oil, 
sweepings,  etc.,  to  be  piled  up  on  rear  porches, 
stair  halls,  landings  or  other  public  spaces. 

Report  condition  of  gutters  and  down  spouts 
that  may  require  painting  or  repair. 

Observe  condition  of  roof  and  report  any  bare 
spots,  leaks  or  open  places  in  the  flashing,  as  well 
as  metal  frame  w'ork  of  sky  lights  and  cracked  or 
broken  lights  of  glass.  Sky  lights  must  be  washed 
at  least  twice  a  month. 

Loose  radio  aerial  wires  are  not  permitted  to 
dangle  in  front  or  on  side  of  building. 

Prompt  repairs  must  be  made  to  leaking  faucets. 

Light  courts  and  shafts  that  may  require  white 
washing  should  be  reported.  Be  sure  that  bottom 
of  such  light  shafts,  stair  w'ells  or  elevator  pits 
are  alwuys  clean  and  free  of  rubbish  or  papers. 

Where  there  are  private  garages — roofs,  gutters, 
down-spouts,  wood-work,  doors,  floors,  etc.,  re¬ 
quiring  attention  are  to  be  reported  by  you. 

Never  accumulate  any  rubbish  or  junk  in  the 
basement.  Do  not  store  spare  piping,  lumber, 
oils,  ladders,  etc.,  on  top  of  steam  pipes. 

All  hose  must  be  properly  rolled  and  hung  on 
the  wall  when  not  in  use. 

Coal  and  ashes  must  be  swept  immediately 
after  fire  has  been  attended  to. 

Wood  is  not  to  be  accumulated  in  boiler  room. 
Avoid  saving  any  combustible  articles  in  the  boiler 
room. 

Exercise  unlimited  precaution  in  using  oil 
soaked  rags  or  other  cleaning  materials. 

Ek)  not  allow  garbage  to  accumulate  in  boiler 
room  after  collections. 

Floors  of  boiler  room  and  laundry  must  be 
swept  daily  and  hosed  at  leas.t  once  a  week. 

Laundry  stoves  must  be  kept  clean  and  painted 
with  aluminum  or  black  metal  paint  as  often  as 
necessary  and  at  no  time  are  to  appear  rusted. 

Toilet  rooms  in  laundry  in  basement  must  be 
kept  as  clean  as  they  would  be  in  your  own  home. 

The  escape  of  sewer  gas  in  the  basement  or 
other  parts  of  the  building  must  be  immediately 
reported. 

Observe  method  of  how  catch  basins  are  cleaned 
and  be  sure  work  is  done  satisfactorily. 

Flues  in  boiler  must  be  kept  clean,  leaking 
tubes,  valves,  diaphragms,  flange  unions  and 
condition  of  grates  requiring  repair  must  be  re¬ 
ported  at  once. 

During  summer  months  boilers  must  be  thor¬ 
oughly  washed  out,  combustion  chambers  cleaned 
and  necessary  pointing  of  brick  work  done  on 
exterior  and  interior  of  boiler. 

Leaks  in  hot  water  heater  must  be  repaired— 
also  check  hot  water  tanks  frequently  for  any 
possible  leaks. 

Condition  of  asbestos  covering  on  boiler  and 
piping  must  always  be  in  good  order. 

Complaints  on  fuel  must  be  registered  in  writ¬ 
ing  to  the  manager. 

Report  any  complaints  received  from  tenants 
about  lack  of  heat  or  hot  water  to  the  main  office. 

Basement  doors  and  windows  are  to  be  securely 
locked. 
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Wire  mesh  screens  to  be  installed  in  front  of 
basement  windows  wherever  this  will  avoid  break- 
age. 

Refrigerator  motors  in  apartments  as  well  as 
in  basements  must  be  greased  and  oiled  at  least 
twice  a  month.  Wherever  refrigerator  units  are 
installed  in  basement  locker  rooms  they  must  be 
cleaned  regularly  to  avoid  accumulation  of  coal 
dust  and  dirt. 

Stair  hall  carpet,  corridor  carpeting,  rails  and 
floors  are  to  be  cleaned  in  walk-up  buildings  at 
least  twice  a  week.  Carpet  must  be  vacuumed 
at  least  once  a  week  in  stair  hall.  Report  condi¬ 
tion  of  stair  carpet  if  same  require  repairs  and 
if  shifting  is  advisable.  In  elevator  type  buildings 
as  often  as  outlined  by  manager. 

Broken  marble  slabs,  steps,  risers,  bannisters, 
lighting  fixtures  and  plaster  work  requiring  repair 
should  be  called  to  the  manager’s  attention. 

Look  for  cob  webs  around  the  light  fixtures  and 
behind  the  radiators. 

Be  careful  not  to  spoil  decorating  and  paint 
work  when  installing  electric  fixtures  or  when 
you  are  cleaning  halls  and  vestibules. 

The  bowls  and  glass  work  of  lighting  fixtures 
must  be  removed  and  washed  so  that  they  are 
free  from  dust  and  grime. 

Halls  must  be  kept  properly  lighted  at  night 
and  burned  out  bulbs  removed  as  quickly  as  they 
are  located. 

Vacant  apartments  must  be  kept  broom  cleaned 
at  all  times.  Keys  for  vacant  apartments  must  be 
available  on  instant  notice. 

Signs  directing  visitors  must  be  clearly  typed 
or  written. 

Receipt  must  be  obtained  for  all  keys  for  va¬ 
cant  apartments  whenever  they  leave  your  pos¬ 
session.  Be  sure  that  tenant  when  vacating  leaves 
keys  to  apartment. 

Remove  from  apartment  anything  left  by  previ¬ 
ous  tenant,  including  shelf  paper,  clothes  hooks 
and  paper  lining  in  drawers. 

Shades  are  to  be  drawn  half  way  to  keep  up 
appearance  of  building.  Shut  heat  off  in  vacant 
apartments,  except  in  kitchen  and  bathroom. 

Window  sills  must  be  clean  and  free  of  soot 
accumulation.  Wash  bowl  and  toilet  bowl,  as  well 
as  tub  and  sink  in  kitchen,  including  tile  floors 
and  walls,  must  be  washed  and  cleaned  regularly. 

All  leaking  faucets  and  flush  tanks  in  vacant 
apartments  must  be  repaired  as  quickly  as  they 
are  located. 

Keep  gas  range  in  good,  clean  condition  so  it 
is  ready  for  immediate  use.  If  gas  range  is 
broken,  worn  out  and  beyond  repair,  consult  with 
manager  and  see  that  same  is  removed  from 
premises. 

Refrigerators  must  be  washed  inside  and  out 
and  inside  of  refrigerators  painted  while  the  apart¬ 
ment  is  being  shown  for  rent. 

Be  sure  there  are  no  missing  handles,  knobs, 
drawer  pulls,  hinges,  curtain  rods  or  other  hard¬ 
ware  missing  from  vacant  apartment. 

Exterminator  must  be  called  to  go  through 
every  vacant  apartment  as  quickly  as  same  is 
vacateo. 

Wherever  possible  vacant  apartments  are  to  be 
decorated,  particularly  floors  varnished  after 
apartment  has  been  given  a  thorough  soap  and 
water  cleaning.  Individual  “In”  and  “Out”  re¬ 


ports  are  to  be  rendered  as  per  instructions  is¬ 
sued. 

You  are  expected  to  make  such  recommenda¬ 
tions  as  your  experience  warrants  that  would  im¬ 
prove  the  rentability  of  the  apartments. 

Your  careful  examination  of  all  lighting  fix¬ 
tures,  window  shades,  hardware,  doors,  etc.,  is 
desired  by  the  management.  Please  register  any 
complaints  as  pertains  to  any  of  the  mechanics 
or  other  men  working  on  the  building. 

Report  condition  of  the  apartment  you  occupy 
insofar  as  its  cleanliness  and  livability. 

All  building  complaints  which  in  any  way  affect 
the  service  of  the  building  must  be  reported  to 
your  manager. 

It  is  not  the  desire  of  the  management  to  in¬ 
crease  the  tenancy  of  the  building  with  people 
who  have  dogs  so  that  the  prospects  interested 
in  vacant  apartments  owning  dogs  should  be  re¬ 
ported  to  the  manager. 

Always  keep  yourself  as  well  as  other  men 
working  with  you  clean  and  neat.  Remember, 
supreme  loyalty  to  the  people  you  are  working 
for  is  an  important  factor  in  the  performance  of 
your  duty. 

Make  a  putty  knife  a  part  of  your  regular  equip¬ 
ment  so  that  you  can  get  at  the  corners  when 
cleaning,  scraping  and  digging  at  all  dirt.  Use 
the  putty  knife  frequently. 

When  mopping  do  not  leave  streaks  of  dirt 
along  the  base.  Use  plenty  of  clean  water  to 
rinse  after  mopping.  In  other  words,  do  not  wash 
the  face  of  things  and  leave  the  back  dirty.  It 
is  necessary  to  get  “behind  the  ears.” 

Scrub  under  the  radiators,  clean  the  corridors 
and  scrape  gum.  When  waxing  or  polishing  any 
surface  be  sure  it  is  clean  first. 

In  making  soap  water  solution  do  not  use  more 
than  a  hand-full  of  powder  to  each  pail  of  water. 
Use  no  acids  at  any  time  unless  directed  by  the 
Manager. 

All  dirt  and  disorder  is  your  responsibility  re¬ 
gardless  of  who  is  “supposed  to  do  it.” 

When  tenants  or  guests  are  in  the  vicinity  of 
which  you  are  working,  step  down  off  of  ladder 
or  get  up  off  your  knees  and  stand  by  until  they 
pass. 

You  are  expected  to  pass  intelligent  judgment 
upon  the  qualiy  of  all  work  done  in  the  building 
and  to  carefully  supervise  all  repairs  reporting 
any  dissatisfaction  to  the  manager. 

Economical  heating  of  the  premises  is  a  most 
important  factor.  Carefully  watch  your  coal  con¬ 
sumption. 

Be  ready  for  storms,  bad  weather  and  changes 
in  conditions  that  will  affect  the  comfort  of  the 
tenants  in  the  building. 

In  the  Winter  months  we  insist  that  snow  be  im¬ 
mediately  removed,  and  at  no  time  is  ice  to  ac¬ 
cumulate  on  the  walks.  You  are  to  he  adequately 
equipped  with  proper  shovels  and  ice  scrapers 
along  with  a  supply  of  either  sand  or  rock  salt. 

You  are  required  to  report  accident  to  tenants, 
employees,  servants  or  any  one,  to  the  office  at 
once  so  that  Insurance  Companies  may  be  imme¬ 
diately  advised. 

If  at  any  time  it  becomes  necessary  to  shut 
down  the  operation  of  elevators,  heating,  hot 
water,  refrigerators  or  to  temporarily  discontinue 
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any  service  for  repairs  or  improvements,  it  is  Please  make  any  comments  which  you  care  to 
advisable  to  notify  tenants  in  some  manner,  either  regarding  the  building,  the  agents,  general  man- 


by  telephone,  advance  written  notice  or  by  use 
of  signs  at  elevators,  doors,  mail  boxes,  etc.,  in 
the  event  of  such  shut-downs. 

details  of  his  building  from  the  top  of  the 
roof  to  the  bottom  of  the  basement.  It 
also  provides  that  items  which  are  taken 
care  of  infrequently,  such  as  the  testing  of 
electric  meters  or  the  refilling  of  fire  ex¬ 
tinguishers,  are  kept  constantly  before  the 
superintendent.  Each  two  weeks,  the  date 
upon  which  such  items  were  last  serviced 
is  noted,  and  thus  automatically  the  su¬ 
perintendent  is  reminded  of  their  need  for 
further  attention. 

You  will  note  also  that  we  provide  for 
meter  reading  on  water,  gas  and  electric¬ 
ity,  even  though  these  readings  could  be 
obtained  from  the  bills  submitted  to  us. 
This  has  been  done  with  the  definite  pur¬ 
pose  in  mind  that  these  meters  and  the 
charges  for  the  use  of  these  utilities  should 
be  brought  forcibly  to  the  mind  of  the  su¬ 
perintendent  for  his  due  consideration  at 
regular  intervals.  It  is  usually  the  prac¬ 
tice  to  install  water  meters  at  remote 
corners  of  the  basement.  Many  times, 


agement  and  such  recommendations  that  you 
think  will  help  to  make  this  the  best  building  in 
the  vicinity  for  people  to  live  in. 

that  are  needed.  It  sometimes  happens 
that  managers  hesitate  to  make  the  neces¬ 
sary  expenditures  for  the  maintenance  of 
equipment  even  though  repairs  have  been 
requested  by  the  superintendent.  By  defi¬ 
nitely  noting  on  this  form  his  continued 
request  for  such  service,  the  responsibility 
of  the  superintendent  is  cleared  and  it  de¬ 
volves  upon  the  manager  to  either  make 
the  repair  or  decide  in  his  opinion  that 
the  expense  is  not  warranted.  This  form 
is  also  very  important  for  comparative 
purposes  in  the  tabulation  of  coal  con¬ 
sumed,  the  meter  readings  on  the  utilities, 
and  to  check  up  on  the  dates  of  tenants 
taking  possession.  In  many  cases,  tenants 
will  move  in  in  advance  of  the  date  of  the 
lease  and  at  a  later  period  the  actual  date 
upon  which  the  tenant  took  possession  is 
found  to  be  of  utmost  importance.  Upon 
the  back  of  this  form  is  a  detailed  list  of 
duties  of  the  operators  of  the  building. 
By  repetition  of  these  points,  we  can  im- 


RECORD  OF 

VACANCIES  AND  EXPIRATIONS 
ROSS  &  BROWNE 


Property — 


Space  Size  I  Rental 


these  remote  corners  are  neglected  and  it 
ha^  been  found  to  be  of  definite  advantage 
if  the  superintendent  is  required  to  inspect 
such  areas  at  least  once  each  week. 

This  form  is  also  the  place  where  the 
superintendent  can  file  his  request  for  new 
equipment  or  make  note  of  serious  repairs 


Form  10 

prove  the  appearance  of  our  buildings  ma¬ 
terially  by  calling  these  items  to  their 
attention. 

Form  10  is  a  tabulation  of  the  vacancies 
and  expirations  due  within  four  months  of 
the  date  of  this  report.  Each  manager  is 
requested  to  prepare  such  a  report  on  the 
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ROSS  &  BROWNE 

ai>  N.  MICHIGAN  AVENUE 


APPUCArON  FOR  LEASE 


Name . . . . 

Wrfte  Cksriy  FtU)  Nsme 

Furnished 

(Croat  out  ooc) 

.  to  . .  19.—. 

_ ,  at  $ . per  month 

Employed  by . 

. . .Occupation . 

. . . . How  long? . . . — 

Business  Address . . . Biisine«  Phone 

Source  of  Income . . . . — — — . 

Checking  Bank  Account . . - . .^nvinga  Bank  Account.. 


Name . . . 

Name . - - - AddrtM . . . . . 


Charge  Account!.. 


Have  you  ever  been  a  tenant  of  ROSS  &  BROWNE? . — . . . How  Long?. 


If  90,  where? . . . - . 

Name  of 

Address  of 

Address  of 

Sub*tenant  of 

. JUdma— 

-“TTliirrimr  r'- . 

RemarkE . . . . . 

_ _ .When  Does  Policy  Eipire? _ 

. . . Date _ _ 

Application  Accepted . 

. . . ..Tenant  Notified  by. . . 

. . . Date. . . . 

Lease  Drawn  on . . . - — Lease  Signed  on.-. 


I  hereby  requeet  tbe  owner  of  the  above  de*:ribed  premite*  to  Icaw  the  tame  to  me  for  the  tenn  above  described,  uid  ^er  to  pay  f« 
the  tame  on  the  first  day  each  month  in  advance  the  sum  abo%^  nam^  for  rent  per  month  therefor  during  tbe  period  aforementioned, 
making  the  atmve  at  a  true  atatement  of  faett  for  a  basis  for  this  proposition. 

This  proposition  and  application  shall  remain  open  for  a  period  of  ten  days  from  this  date,  and  shall  become  binding  upon  said  owner 
only  when  accepted  by  him  or  by  his  agent,  ROSS  A  BROWlIB,  thereunto  duly  authorized  by  endorsement  hereon. 


.  sj^Kss-ss.-. . . . - . Dollars  as  earnest  money.  Said  deposit  shall  be  refunded  to  me  if  the  ^  proposition  and  references 

are  not  satisfactory  to  the  owner.  If  accepted,  said  dep^t  shall  be  applied  upon  account  of  the  first  math's  rent,  and  I 
i  written  lease  for  said  premises  upon  the  terms  above  recited  if  and  when  requeM^  ...»  .*  »  ..  •. 


IdepoMt.. 


■  wKEicii  iw<  MEu  invMiiacM  ..w....  _ _ _ _ do,  and  at  tbe  same  time  to  pay  tbe  balance  of 

the  first  month’s  rent.  If  said  offer  or  application  has  been  accept^  and  1  shall  fail  or  rWuse  to  ej^ute  said  Ittse  as  r^uested,  orto  pay 
such  balance,  the  said  deposit  may  be  retained  by  agents  in  payment  for  their  services  in  Uking  this  application  and  investigating  my  references. 

No  agreements,  except  as  contained  to  this  application  in  writing,  will  be  considered  binding  either  on  ROSS  A  BROWlIB,  the  aforoMid 
owner,  or  the  af^icant. 


Dated  the. 


.day  of 


(Signed)  — 

._19 _ 


APPLICANT 


.(SEAL 


Form  11 
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first  day  of  each  month  covering  all  of  his 
properties,  and  thus,  each  expiration,  each 
month-to-month  tenancy,  or  cancellation 
clause  is  brought  forcibly  to  his  attention. 
On  the  majority  of  our  large  properties, 
all  tenants  are  contacted  at  least  four 
months  before  expiration  and  all  renewals 
should  be  consummated  at  least  sixty  days 
in  advance  of  the  expiration  date.  The 
preparation  of  this  list  by  the  manager 
serves  as  a  spur  to  speed  up  his  contacting 
of  tenants. 

Our  application  for  lease.  Form  11,  is 
apparently  more  detailed  than  that  in  or¬ 
dinary  use.  However,  we  have  found  it 
most  advisable  to  go  into  great  detail  with 
prospective  tenants  at  the  time  of  signing 
the  application.  Occasionally,  there  is 
some  criticism  from  brokers  that  a  greatly 
detailed  application  has  a  tendency  to 
“scare  away”  prospects,  that  they  hesitate 
to  commit  themselves  to  such  a  large  docu¬ 
ment.  Practice,  however,  does  not  bear 
out  this  criticism. 

An  application  is  not  usually  taken  until 
the  prospect  has  definitely  made  up  his 


mind  that  he  desires  a  certain  apartment. 
The  formality  of  signing  a  lease  or  an  ap¬ 
plication  does  not  deter  him  when  the 
mind  of  the  prospect  is  definitely  made 
up.  Credit  information  is  much  easier  to 
secure  at  this  psychological  moment  than 
if  the  tenant  is  approached  at  a  later  date 
with  a  request  for  other  information.  The 
form  provides  on  its  face  that  a  guarantor 
on  the  lease  be  named.  Of  course,  in  the 
majority  of  cases,  such  a  guarantor  is  not 
necessary,  but  because  of  the  mere  fact 
that  this  line  is  on  the  printed  form,  it 
makes  it  easier  for  the  broker  to  secure  a 
guarantor  and  to  insist  to  the  tenant  that 
such  a  practice  is  not  at  all  unusual.  The 
long  detailed  application  has  proved  to  be 
of  definite  value  to  us  and  is  far  superior 
to  a  short  hit-or-miss  form. 

Upon  taking  over  many  apartment 
buildings  and  apartment  hotels,  we  have 
found  the  inventory  of  furniture  and 
equipment  to  be  very  incomplete.  Many 
items  of  considerable  value  are  not  men¬ 
tioned  at  all  and  it  appears  that  such  fail¬ 
ure  to  take  inventory  is  due  to  lack  of  ap- 


LOBBY 

....  Davenports 
....  Pullup  chairs 
....  Easy  chairs 
....  High  back  chairs 
....  End  tables 
....  Occasional  tables 
....  Floor  lamps 
....  Bridge  lamps 
....  Table  lamps 
....  Coffee  tables 
....  Ash  stands 
....  Ash  trays 
....  Fernery 

_ Rug — Size  . 

....  Rug — Size  . 

....  Pairs  draperies 
....  Pairs  curtains 
....  Venetian  blinds 
....  Fireplace  sets 


INVENTORY 


. 193... 

BUILDING 


. .  Mirrors 
. .  Pictures 


FFICE 

Desk — Size  . 

Desk — Size  . 

Desk — Size  . 

Swivel  chairs 
Straight  desk  chairs 
Lamps 
Costumers 
Pictures 
Ash  trays 
Ash  stands 
Typewriters 
Adding  machines 
Guest  name  rack 
Guest  key  compartments 


How  Many  Forms? 
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apartment  equipment 

_  Stoves — Type  and  name . 

_  Refrigerators — Type  . 

_  In-a-door  beds — Single 

_  In-a-door  beds — Double 

_  In-a-door  beds — Twin  size 

_  In-a-door  beds — Three-quarter 

....  Venetian  blinds 


List  on  separate  sheet  furnishings  and 
furniture  in  individual  furnished  apart¬ 
ments. 

JANITORS  SHOP 

_  Fuses — Type  . 

_  Fuses — Type  . 

_  Fuses — Type  . 

_  Ice  machine  oil — Type . 

_  Gals. — Misc.  oil — Type . 

_  Gals. — Misc.  oil — Type . 

_  Gals. — Misc.  oil — Type . 

_  Lbs. — Grease — Type  . 

_  Lbs. — Grease — Type  . 

_  Lbs. — Grease — Type  . 

_  Door  bell  buzzers — Kind . 

_  Reseating  tool  set  (type) . 

_  Key  cutting  machine — Kind . 

_  Lbs. — Soap  powder — Kind . 

_  Lbs. — Soap  powder — Kind . 

_  Stepladders — Size  . 

_  Stepladders — Size  . 

_  Stepladders — Size  . 

....  Scrubbing  pails 
....  Mop  heads 
....  Mop  handles 
....  Mop  wringer 
....  Scrubbing  brushes 
....  Window  squeegee 
....  Floor  squeegee 
....  Floor  brooms 
....  Corn  brooms 
....  Dust  pans 

....  Baggage  truck  (hand  type) 

—  Package  truck — Size . 

....  Dolly  with  casters 

—  Garden  hose — Size . 

—  Garden  hose — Size . 

—  Garden  hose — Size . 

—  Hose  reel 
....  Lawn  mower 

-  Lbs. — Polishing  rags 

....  Paper  towels 
....  Toilet  tissue 
....  Chamois  skins 

—  Lbs. — Sponges 


—  Ft . inch  sewer  rod 

—  Ft . inch  sewer  rod 

—  Ft . inch  sewer  rod 

—  Ft . inch  sewer  rod 

—  Ft . inch  sewer  rod 


• . . .  Sewer  rod  handles 
•  •  • .  Toilet  auger 


.  Plunger  (for  bowls) 

.  Bench  vise 
.  Crow  bar 

.  Elev.  parts  (list  separately) 


.  Hedge  trimmer 
.  Spade 
.  Coal  scoops 
.  Snow  shovels 
.  Ice  scraper 
.  Rakes 
.  Oil  cans 

.  V’acuum  cleaners — Type . 

.  Vacuum  cleaners — Type . 

.  Vacuum  cleaners — Type . 

.  Carpet  sweepers 
.  Waxing  machine 
.  Floor  scrubbing  machine 
.  Gals,  carpet  cleaning  comp. 

.  Lbs.  carpet  cleaning  powder 

.  Exterm,  spray — Type . 

.  Exterm,  spray — Type . 

.  Gals,  spray — Type . 

.  Gals,  spray — Type . 

.  Gals,  spray — Type . 

.  Electric  bulbs — (list  separate  types) 

.  Watt. — Type  . 

.  Watt. — Type  . 

.  Lbs.  boiler  comp. — Kind  . 

.  Lbs.  rock  salt 
.  Lbs.  pow.  alum. 

.  Gals,  water  treatm. — Kind 
.  Ash  cans 
.  Flue  scraper 
.  Flue  rake 
.  Ash  hoist 

.  Stokers — Type  . 

.  Oil  burners — Type . 

.  Lbs.  refrigerant — Type . 

.  Gals,  refrigerator  oil . 

.  Lbs.  waste 

.  Door  mats — Size  . 

.  Door  mats — Size  . 

.  Elevator  rugs 

Miscellaneous  Supplies  and  Equipment 
not  included  above. 


GENERAL  STOREROOMS 

List  all  furniture  and  furnishings  stored 
about  building  that  is  the  property  of  the 
building. 


LAUNDRY  ROOMS 

....  Coin  type  washing  machines 

....  Regular  washing  machines 

....  Gas  dryers — Size  . 

....  Gas  dryers — Size  . 
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....  Small  cook  stoves 

Miscellaneous  equipment 


AINT  SHOP 


. Ft.  stepladders 

. Ft.  stepladders 

. ...Ft.  stepladders 

. Ft.  stepladders 

. Ft.  stepladders 

. Ft.  stepladders 

Extension  planks — Size 
Extension  planks — Size 
Gals,  linseed  oil 
Gals,  turpentine 
Gals,  benzine 
Gals,  gasoline 
Gals,  flat  paint 
Gals,  enamel 


Gals,  paint  . Kind 

Gals,  paint  . Kind 


Gals,  varnish 
Gals,  lacquer 
Gals,  thinner 
Gals,  varnish  remover 
Miscellaneous  Paints  and  Varnish  not  in¬ 
cluded  above. 

Gals . . . 


.  Gals .  I 

.  Gals .  [ 

.  Drop  cloths — Size  .  | 

.  Drop  cloths — Size  .  | 

.  Drop  cloths — Size  . 

.  Drop  cloths — Size  . 

.  Calcimine  brushes 
.  Sash  tools 
.  Stippling  brushes 

.  Brushes — Type  . 

.  Brushes — Type  . 

.  Brushes — Type  . 

.  Brushes — Type  .  1 

Miscellaneous  Equipment  and  Supplies,  j 


ECEIVING  ROOM 

Desk — Size . 

Chairs — Type  . 

Chairs — Type  . 

Loose  leaf  binder . 

Loose  leaf  binder . 

Miscellaneous  Forms 
type  forms). 


(list  amount  and 


List  on  separate  sheet  any  supplies,  equipment,  furniture,  etc.,  that  is  not  included  In  these  three 
form  sheets.  Use  regular  monthly  Linen  Inventory  for  listing  items  of  linen  and  attach  hereto. 

The  inventory  listed  herein  has  been  taken  under  my  supervision  and  I  certify  that  it  includes 
all  property  of  this  building. 


Manager  . 

Janitor  or  Superintendent 


Form  12 


preciation  of  the  individual  checkers 
rather  than  any  carelessness.  For  that 
reason,  we  have  designed  an  inventory 
form,  Form  12,  which  mentions  as  many 
items  as  possible  and  thus  brings  them  to 
the  attention  of  the  checker  and  assures 
us  that  all  possible  items  are  tabulated. 
The  most  difficult  problem  is  not  to  secure 
the  accurate  count  of  the  few  items  kept 
in  the  storeroom  but  to  secure  the  tabula¬ 
tion  of  the  many  items  actually  in  use 
throughout  the  building. 

Forms  13,  14  and  15  are  forms  prepared 
by  the  building  managers  for  use  through¬ 
out  the  office  and  for  handling  by  the  Ac¬ 
counting  Department.  The  lease  route 
record  is  a  combined  requisition  for  the 
typing  of  a  new  lease  and  its  approval  by 


the  department  head,  and  then,  after  its 
signature,  a  routing  slip. 

The  month-to-month  form  was  found 
advisable  to  prevent  the  growing  tendency 
to  establish  month-to-month  tenancy  in 
place  of  definite  leases  and  to  assure  that 
an  adequate  reason  existed  for  the  month- 
to-month  tenancy.  The  form  requires  the 
approval  of  the  various  department  heads 
and  gives  information  regarding  the  ten¬ 
ancy  to  the  Listing  Department  to  be  sure 
that  the  space  is  listed  for  rent. 

The  termination  of  occupancy  report 
gives  the  reason  for  the  termination  of  oc¬ 
cupancy,  the  forwarding  address  of  the 
tenant,  and  serves  as  a  follow-up  to  remind 
the  manager  of  the  posting  of  a  “For 
Rent”  sign. 
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NOTICE  OF 

MONTH  TO  MONTH 

TENANCY 

BUILDING . . Date . 

No.  of  Rooms . 

APARTMENT  No. 

OFFICE  Nos . No.  of  Sq.  Ft . 

KIND  OF  OCCUPANCY  (to  be  used  as) . . . 

Furn. 

LESSEE . . . New  Rental . Unf . 

Furn. 

LEASE  EXPIRED . Old  Rental . Unf . 

CONDITION  OF  ACCT . Present  Tenant  Yes . No - 

Reason  for  Month-to-Month  Tenancy  (Specific  Details) . 


DATE  INITIALED 


-1.  0  K’d  by  Building  Manager 
..2.  Approved  for  Credit 

-3.  Owner  advised  by  letter  of  Month-to>Month  Occupancy 

Yes 

..4.  Has  tenant  been  given  a  letter  confirming  Month-to-Montb  arrangement?  No 

5.  Residential  Renting  &  Mgt.  Dept.  O.  K. 

_  Commercial  Renting  &  Mgt.  Dept.  O.  K. 

6.  Noted  by  Listing  Department  and  listed  for  rent 
THIS  SPACE  NOT  TO  BE  OFFERED  FOR  RENT 

..  WITHOUT  APPROVAL  OF  BUILDING  MANAGER. 

...7.  Noted  by  (or  if  required  by  other  interested  parties)  . 

..8.  Recorded  and  retained  in  Accounting  Dept. 


Jnne>35'lM  (See  Reverse  Side) 


Form  14 
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TERMINATION  of 

OCCUPANCY  REPORT 

ROSS  &  BROWNE 

1  rccri: 

(On  Buildings  Recorded  in  Main  Listing  Department) 

j 

DiiiiniKir.  -  -  1 

<;pa|«T 

1  FASF  FXPIRFS 

PRF‘?FNT  I.f’A'^f  RFNTAI  pAi.ANrF.  nilF  (if  «ny) 

TO  TERMINATE  ON 

CHARGE  RENT  TO  DATE  OF 

DATE 

INITIALED 

1.0.  K'd.  by  Building  Manager 

2.  Owner  advised  by  letter  of  termination  of  occupancy 


3.  Has  "For  Rent”  Sign  been  put  up?  No 


4.  Has  final  "Good  Will  Letter"  been  sent  tenant?  No  (Gjpy  to  be  attached) 


Commercial  Renting  &  Management  Dept.  O.  K. 
Residential  ” 

Residential  Brokerage 

5.  Approval  of  Credit 


6.  Noted  by  Main  Listing  Dept.,  and  Listed  for  rent,  (See  description  ot  space  on  reverse  side) 

7.  Noted  by  (or  if  required,  by  other  interested  parties)  _ 


8.  Addressograph  plate  removed  or  tabbed  for  removal _ _  _  _  _ 

9.  Recorded  and  retained  by  Accounting  Dept. 


Reason  (or  termiitation  of  occupancy  (Give  Specific  Details)- 


Forwarding  Address  of  Tenant  - 


(See  Reverse  Side) 


Form  15 


How  Many  Forms? 

ROSS  &  BROWNE,  MANAGING  Agents 
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Form  16 

Miscellaneous  Forms 

Many  other  forms  are  used  by  the  The  purchase  order,  for  instance,  has 
buildings  or  by  the  managers  at  the  office  qualifying  clauses  pointing  out  our  re- 
which  are  more  or  less  in  general  use  sponsibility  as  agents  and  also  calling  upon 
throughout  the  real  estate  profession.  the  vendor  for  various  guarantees. 

EMPLOYEE’S  RECORD 

Employed  at _ _ _  _ _  _ _ _  _ _ 

Residence  Address _ _ _ _ Phone _ _ _ 

Chanse  of  Address  to _  _ _ Phone, _ _ 

Occupation _ _ Rate  of  Weses _ 

Date  Started _ _ Hours _ 

Comments _ 


.Sisnature  of  Employee  _ _  ,  _  _ _ _ 

O.  K.  Bids.  Msr. _ Approved  Dept.  Head _ 


NAME 


Form  17 
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NOTICE 

of 

EMPLOYEE  LEAVING 


Employed  at _ _ _ _ 

Date  Date  Date 

Discharged _ Quit _ _  Laid  Off 

Cause _ _ 


Is  Employee's  Bond  to  be  cancelled? _ 

O.K.  Bldg.  Mgr. _ _ _ Approved  Dept.  Head _ 

NAME 

_ _ _ _  Time  Card  No.. 

Form  18 


An  employee’s  record  slip  is  kept  and 
an  employee  leaving  slip  showing  whether 
the  employee  was  discharged,  laid  off  or 
quit  of  his  own  volition.  A  history  is  thus 
maintained  of  every  employee  and  such 
slips  provide  for  automatic  follow-up  by 
the  Insurance  Department  to  cancel  the 
employee’s  bond  and  any  other  necessary 
action  in  the  case  of  discharge. 

A  petty  cash  form  is  provided  so  that 
small  disbursements  at  the  buildings  will 
be  listed  with  sufficient  explanation.  Num¬ 
bered  receipts  are  supplied  to  the  mana¬ 
gers  and,  by  checking  up  with  the  cashier 
through  the  duplicates,  any  inaccuracy  or 
delay  in  transmission  of  funds  can  be 
quickly  observed. 

A  time  clock  and  time  cards  are  used 
on  all  of  our  larger  buildings  and  time 
books  are  used  on  the  smaller  buildings. 
Payrolls  are  prepared  at  the  office.  It  was 
formerly  our  practice  to  demand  signa¬ 
tures  on  the  payroll  but  it  has  been  found 
that  the  pay  check  endorsement  is  suffi¬ 


cient  and  this  form  has  therefore  been 
eliminated. 

Assuming  all  forms,  records  and  charts 
are  suitably  drawn  to  serve  the  principles 
outlined  above,  it  yet  remains  for  the 
management  to  persistently  observe  the 
regularity  with  which  reports  are  filed, 
the  use  to  which  they  are  put,  and  the 
elimination  of  superfluous  items  on  the 
reports.  Nothing  will  do  more  to  kill  the 
spirit  of  an  organization  than  to  require 
numerous  periodic  reports,  often  very  la¬ 
borious  to  prepare,  and  then  permit  such 
records  to  be  neglected. 

Each  report  should  be  carefully  ana¬ 
lyzed  at  regular  intervals  by  those  in  au¬ 
thority,  and  they  should  be  discussed  at 
intervals  with  the  people  who  prepare 
them.  If  this  is  not  done,  it  will  be  found 
that  many  reports  are  carelessly  and  in¬ 
accurately  prepared,  and  frequently  vari¬ 
ous  individuals  will  interpret  certain 
forms  differently. 

In  order  to  make  the  best  use  of  forms, 
it  is  imperative  that  no  request  for  in- 
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formation  should  be  made  unless  it  serves 
one  of  the  principles  herein  outlined  and 
unless  this  information  will  be  used  by 
those  in  authority.  No  duplication  of  in¬ 
formation  should  be  permitted.  If  dupli¬ 
cation  exists,  the  forms  should  be  com¬ 
bined  or  should  be  simplified.  If  a  need 
for  certain  information  has  been  elimi¬ 
nated  due  to  changing  conditions,  do  not 
hesitate  to  abolish  the  forms  involved. 
Remember  that  every  bit  of  time  spent  in 
I  paper  work  by  your  employees  is  non- 

PETTY  CASH 


profit  producing  unless  you,  as  their  supe¬ 
rior,  see  that  this  information  is  of  vital 
use  and  is  put  to  use. 

Time  is  the  most  valuable  commodity 
in  industry  and  we  must  conserve  it  to 
the  utmost.  If  forms  will  help  us  save 
time,  use  them  by  all  means.  If  forms 
become  a  burden  and  consume  time,  elimi¬ 
nate  them  at  once.  Forms  must  save  the 
time  of  our  employees.  An  organization 
should  not  permit  its  employees  to  be  ser¬ 
vants  to  a  mass  of  forms. 

CPENSE 

_ J93 


_ _ Building  From _ To. 

(To  be  iilled  out  in  duplicate) 
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Financing  and  Managing  Real  Estate 

By  Robert  C.  Nordblom 


INASMUCH  as  real  estate  must  be 
financed  before  it  can  be  managed,  a 
brief  resume  of  such  financing,  past 
and  present,  is  appropriate. 

First  of  all,  it  must  be  realized  that 
transactions  in  real  estate,  in  which  the 
total  consideration  is  paid  in  cash,  are  very 
rare.  Therefore,  the  problem  of  financing 
real  estate  is  indeed  the  problem  of  acquir¬ 
ing  it  in  any  form.  Strange  as  it  may 
seem,  to  many  buyers  price  is  often  not 
as  important  as  the  terms  of  payment. 

Financing  real  estate  is  probably  the 
first  form  of  financing  known,  the  results 
of  which,  directly  or  indirectly,  affect  ev¬ 
eryone.  The  subject  embraces  the  instru¬ 
ments  and  the  institutions  employed  in 
borrowing  or  lending  money  on  the  secur¬ 
ity  of  real  estate.  We  must  realize  that  all 
instruments  used  are  devised  to  protect 
the  interests  of  both  the  creditor  and 
debtor;  in  other  words,  to  preserve  the 
equities  of  each  party  to  a  transaction. 

Some  of  the  more  common  instruments 
used  in  real  estate  financing  are: 

1.  The  ordinary  mortgage. 

2.  The  mortgage  bond. 

3.  The  participation  certificate. 

4.  The  land  contract. 

5.  The  stock  issue. 


(Comment;  A  prcfram  for  the  management  of  income  real 
estate  must  be  based  upon  conditions  as  trey  are,  although 
it  may  be  jointed  toward  definite  objectives  for  bringing  about 
better  conditions  under  which  tl;e  property  will  have  a  greater 
productivity.  It  is  necessary,  therefore,  for  the  manager  fully 
to  understand  the  existing  financial  structure  of  the  poperty 
he  manages,  to  know  how  this  structure  compares  with  those 
of  competing  properties,  to  know  what  advantages  or  disad¬ 
vantages  are  inherent  characteristics  of  the  financial  set-up 
of  the  property,  and  to  know  what  steps,  if  any,  may  be 
taken  to  improve  conditions. 

The  management  pogram  is  affected,  of  course,  by  the 
amount  of  money  that  will  be  available,  not  only  for  repairs 
that  are  essential,  but  also  for  prompt  replacement  of  equip¬ 
ment  that  becomes  obsolete,  and  for  up-to-the-minute  mainte¬ 
nance.  The  amount  of  money  available  for  these  purposes 
is  conditioned  in  part  by  the  amount  that  must  be  paid  to 
amortize  the  debt  against  the  property,  and  to  pay  interest  on 
the  debt.  These  fixed  charges  should  bear  a  proper  ratio  to 
all  the  other  items  of  the  budget.  Otherwise,  the  building 
may  be  handicapped  in  competing  with  similar  properties  that 
have  a  more  favoiable  amortization  program  and  lower  inter¬ 
est  rates. — Ed.) 


6.  The  tru&t  agreement. 

7.  The  syndicate  agreement. 

Each  of  the  forms  referred  to  consist  of 
various  parts,  which  shall  be  briefly  re¬ 
viewed  for  you. 

The  First  Mortgage 

The  ordinary  first  mortgage  is  com¬ 
posed  of  the  mortgage  note  and  the  mort¬ 
gage  itself.  Essentially,  the  mortgage 
note  is  an  acknowledgment  of  indebted¬ 
ness,  and  a  promise  to  pay,  in  accordance 
with  stipulated  terms,  secured  by  a  mort¬ 
gage;  the  mortgage  ostensibly  transfers 
title  to  the  real  estate  to  the  mortgagee, 
with  the  provision  that  in  case  the  debt, 
for  which  the  mortgage  is  given,  is  paid 
in  accordance  with  the  agreement,  the 
transfer  of  title  is  null  and  void. 

In  the  case  of  homes,  small  business 
properties,  and  apartment  houses,  the  or¬ 
dinary  mortgagee  is  usually  an  institution, 
such  as  a  savings  bank,  an  insurance  com¬ 
pany,  a  cooperative  bank,  or  a  building 
and  loan  association. 

The  majority  of  properties  in  this  coun¬ 
try  have  mortgages  against  them.  That 
this  is  a  fact  is  attested  by  the  two  types 
of  legislation  passed  by  the  Government 
recently,  namely,  the  H.O.L.C.  and  the 
F.H.A.,  each  designed  to  assist  owners  of 
mortgaged  property,  as  well  as  the  hold¬ 
ers  of  mortgages. 

Mortgage  Bonds 

As  the  types  of  property  became  too 
large  to  be  financed  by  a  single  institution, 
the  first  mortgage  bond  issue  came  into 
being.  This  form  of  financing  was  devised 
to  enable  a  large  number  of  people  to  par¬ 
ticipate  in  a  mortgage,  and  mortgage 
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bonds  were  sold  to  the  public  in  denom¬ 
inations  as  small  as  $100.00. 

In  conjunction  with  the  first  mortgage 
bond  issue,  there  is  an  instrument  known 
as  a  deed  of  trust.  This  is  employed  to  con¬ 
vey  title  to  a  third  party,  usually  a  bank, 
to  hold  such  title  in  trust  as  security  for 
the  payment  of  the  mortgage.  In  such 
cases,  the  one  to  whom  the  title  is  trans¬ 
ferred  is  known  as  the  trustee.  Among 
other  things,  this  deed  sets  forth  the  con¬ 
ditions  following  repayment  of  the  debt, 
the  default  in  payment,  and  fulfilment  by 
the  debtor.  The  trust  deed  also  grants 
power  to  the  trustee  to  protect  the  inter¬ 
est  of  creditors  in  case  of  default,  notably 
through  the  right  to  sell  the  property  to 
secure  funds  for  the  payment  of  the  debt. 
Some  trust  agreements  provide  a  given 
amount  of  the  loan  to  be  paid  off  at  speci¬ 
fied  intervals,  commonly  referred  to  as 
amortization,  or  sinking  fund. 

The  promoters  of  a  building,  as  a  rule, 
were  in  no  position  to  market  bonds  to 
;  the  public,  and  therefore  such  bonds,  se- 
j  cured  by  a  trust  deed,  were  purchased  by 
I  investment  organizations,  some  of  whom 
I  were  national  in  their  scope.  Such  organ- 
!  izations  received  for  their  services  in  sell¬ 
ing  real  estate  bonds  to  the  public  a  dis¬ 
count  of  from  10%  to  15%  of  their  face 
value,  which  immediately  placed  a  burden 
on  the  property.  Mortgage  bond  issues, 
as  far  as  it  is  known,  made  their  first  ap¬ 
pearance  in  the  1890s,  and  became  increas¬ 
ingly  popular  as  time  went  on.  They 
reached  their  peak  of  popularity  in  the 
boom  day  of  the  ’20s,  but  since  that  never- 
to-be-forgotten  year  of  1929  for  obvious 
reasons  there  has  been  no  financing  of  this 
type. 

Mortgage  bonds  differed  from  a  similar 
type  of  instrument  known  as  participa¬ 
tion  certificates,  only  by  the  fact  that  such 
certificates  were  issued  by  the  trustee  in 
amounts  desired  by  the  investor,  while 


first  mortgage  bonds  were  issued  in  pre¬ 
determined  amounts.  There  were  also 
junior  mortgages,  which,  as  you  know,  se¬ 
cured  their  name  from  the  fact  that  they 
were  subordinate  to  a  prior  mortgage. 
Sometimes  a  second,  a  third,  and  even  a 
fourth  mortgage,  would  be  placed  on  the 
same  property,  and  these  were  known  as 
junior  mortgages,  or  junior  liens. 

During  the  ’20s  the  guarantee  mort¬ 
gage  came  into  being.  This  usually 
meant  that  payment  was  guaranteed  by 
an  independent  surety  company.  In  this 
manner,  investors  were  supposed  to  have 
been  doubly  protected,  as  both  the  bor¬ 
rower  and  the  guarantee  company  had  to 
suffer  losses  before  the  investor.  Unfor¬ 
tunately,  although  losses  seemed  a  remote 
possibility  at  the  time  such  mortgages 
came  into  being,  the  impossible  happened, 
and  investors  were  often  practically  wiped 
out  in  spite  of  having  the  protection  of 
some  of  this  country’s  largest  surety  com¬ 
panies. 

I  cannot  pass  up  the  opportunity  of 
quoting  a  statement  of  a  leading  real  estate 
authority  made  a  few  years  ago  during  the 
days  when  such  mortgage  bond  issues 
were  being  sold.  I  quote  him  as  follows: 
“As  a  matter  of  fact,  the  defaults  in  in¬ 
terest  and  principal  are  rare  so  far  as  in¬ 
vestors  are  concerned,  houses  of  issue  as¬ 
suming  in  many  cases  the  moral  responsi¬ 
bility  for  the  integrity  of  their  issues  and 
advancing  payment  of  any  funds  in  de¬ 
fault  on  the  part  of  the  borrower.’’  Al¬ 
though,  of  course,  criticism  of  such  a 
statement  is  not  in  order  at  the  present 
time,  it  is  a  significant  fact  that  hardly 
one  of  such  houses  of  issue  is  in  existence 
today,  and  the  bond  issue  not  in  default 
is  a  rare  case  indeed. 

Land  Contracts 

Another  plan  used  for  financing  real  es¬ 
tate  was  the  collateral  bond  issue.  This 
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simply  meant  that  approved  securities 
were  deposited  with  a  trustee,  who  issued 
bonds  against  them.  For  example,  a  com¬ 
pany  selling  land  would  deposit  land  con¬ 
tracts  to  secure  a  loan,  and  thus  secure 
capital  for  further  manipulations.  Hence 
the  land  contract,  which  came  into  being 
with  installment  buying,  simply  meant 
that  land  was  bought  on  a  time  basis,  as 
are  automobiles,  or  radios,  today. 

Going  a  step  beyond  the  ordinary  first 
mortgage  bond  issue,  a  comparatively  new 
development  in  real  estate  finance  was  cre¬ 
ated  in  the  ’20s,  namely,  land  trust  cer¬ 
tificates.  This  form  of  financing  is  worth 
commenting  on.  The  plan  involved  four 
phases.  First,  a  trust  deed,  already  re¬ 
ferred  to,  which  passed  title  to  a  trustee. 
Second,  the  issue  by  the  trustee  of  certifi¬ 
cates  of  beneficial  ownership  of  the  prop¬ 
erty  up  to  an  amount  specified  in  the  deed 
of  trust.  Third,  a  long  term  lease  given 
by  the  trustee,  providing  annual  rentals 
sufficient  to  pay  a  stated  rate  of  return 
upon  the  certificates  of  beneficial  owner¬ 
ship,  and  providing  a  sinking  fund,  out  of 
which  certificates  could  be  repurchased  by 
the  trustee,  in  accordance  with  the  plan  as 
set  forth.  Fourth,  the  sale  of  certificates 
to  investors  by  an  underwriting  house. 
This  plan  was  adapted  to  use  in  connec¬ 
tion  with  centrally  located  business  prop¬ 
erties,  and  was  in  vogue  in  the  Middle 
West.  There  is  only  one  example  of  its 
use  in  Boston  that  I  know  of,  and  that  is 
on  one  of  the  large  downtown  office  build¬ 
ings.  In  this  case,  the  trust  deed  passed 
title  to  one  of  our  largest  banks,  which  in 
turn  gave  a  long  term  lease  to  the  owners 
of  the  building,  at  a  sum  sufficient  to  pay 
interest  and  sinking  fund  charges  upon  the 
certificates,  which  were  ultimately  sold  to 
the  public  in  the  Middle  West.  Strange  as 
it  may  seem,  these  certificates  are  not  in 
default,  as  interest  and  sinking  fund  have 
been  met  in  full.  There  is  a  secondary 


form  of  finance  on  this  same  building 
known  as  leasehold  bonds,  such  financing 
being  secured  by  the  building  and  the 
leases  therein. 

A  syndicate  is  one  of  the  common  meth¬ 
ods  of  raising  funds  to  finance  real  estate. 
When  a  syndicate  is  organized,  capital  is 
subscribed  by  the  members  in  such 
amounts  as  they  may  care  to  underwrite. 
Title  to  property  is  taken  in  the  name  of 
a  trustee,  in  accordance  with  the  terms  of 
the  syndicate  agreement.  A  syndicate 
agreement  is  a  flexible  business  arrange¬ 
ment,  since  it  may  be  changed  at  any  time 
with  the  consent  of  the  members.  Opera¬ 
tions  are  practically  in  no  way  restricted 
by  law,  and  the  fact  that  no  records  of 
meetings,  etc.,  are  necessary,  is  another 
advantage. 

Financing  Difficulties  Brought  Prop¬ 
erty  Management  Problems 

How  did  these  various  forms  of  real 
estate  financing  affect  real  estate  manage¬ 
ment?  Prior  to  1928,  it  could  not  be  said 
that  property  management  was  a  special¬ 
ized  business.  When  times  were  good  for 
real  estate,  as  they  were  during  the  build¬ 
ing  shortage  of  1918  to  1924,  the  problem 
of  renting  space  was  a  minor  one,  and  con¬ 
sequently,  management  service  was  not 
considered  necessary.  However,  begin¬ 
ning  in  1928,  many  holders  of  securities 
failed  to  receive  interest,  and  defaults  in¬ 
creased  in  number,  until  today,  the  per¬ 
centage  of  properties  financed  by  bond 
issues  that  have  not  defaulted  on  their  first 
mortgage  bond  obligations  is  indeed  small. 

To  safeguard  customers  to  whom  they 
had  sold  the  securities,  the  underwriting 
houses  formed  protective  committees  to 
assure  bondholders  of  protection  and  con¬ 
centrated  action.  In  most  cases,  such  com¬ 
mittees  were  very  fine  bodies,  and  invest¬ 
ors  were  sometimes  saved  money  by 
prompt  action  which  otherwise  would  not 


Financing  and  Ma7iaging  Real  Estate 


175 


have  been  possible.  The  defaults  that  oc¬ 
curred,  and  the  subsequent  control  of 
properties  by  bondholders  through  com¬ 
mittees  and  trustees,  brought  forth  the 
problem  of  management. 

Prior  to  this  time,  publicly  financed 
properties  had  been  operated  by  those  con¬ 
trolling  the  equity.  Bondholders,  how¬ 
ever,  required  management  of  an  expert 
type,  a  management  that  would  specialize, 
a  management  trained  and  experienced, 
and  a  management  that  could  bring  prop¬ 
erties  to  the  point  where  a  return  could 
be  shown  on  the  senior  obligations.  We 
can  safely  say  that  until  there  was  a  cry¬ 
ing  need  for  it,  management,  as  we  know 
it  today,  was  practically  non-existent.  As 
the  number  of  defaults  increased,  institu¬ 
tions,  as  well  as  bondholders,  were  faced 
with  the  problem  of  operating  property. 
Many  started  off  badly  with  the  idea  that 
buildings  would  run  of  their  own  accord 
without  supervision.  Others  hired  real  es¬ 
tate  men  to  operate  their  foreclosed  prop¬ 
erties,  and  many  employed  competent  man¬ 
agement  companies.  Needless  to  say, 
these  latter  today  find  the  properties  in 
their  possession  financially  healthier  than 
those  held  by  institutions  who  approached 
the  management  problem  through  their 
own  organization. 

Hence,  practically  all  lending  institu¬ 
tions  have  come  to  the  realization  that  they 
are  ill-equipped  to  manage  property  and 
are  now  more  inclined  to  devote  them¬ 
selves  more  closely  to  their  main  busi¬ 
ness,  namely,  the  obtaining  of  interest  on 
money  invested  with  them.  In  this  con¬ 
nection  they  are  now  selling  properties 
left  on  their  hands  to  responsible  people 
on  favorable  terms,  sometimes  at  a  loss 
on  their  investments,  sometimes  with  no 
cash  down,  and  sometimes  even  advancing 
money  for  alterations.  Gradually,  this 
process  of  the  passing  of  title  to  strong 
hands  will  be  completed,  and  real  estate 


will  be  on  a  more  solid  and  stronger  foun¬ 
dation  than  it  has  found  itself  for  a  great 
number  of  years. 

Some  of  the  Causes  of  Financing 
Difficulties 

The  question  naturally  arises — why  do 
we  find  our  larger  properties  and  our  best 
properties  in  the  financial  muddle  of  the 
present  day?  I  cannot  attempt  to  answer 
this  in  full,  but  some  of  the  reasons  that 
occurr  to  me  are:  first,  there  may  have 
been  an  improper  appraisal  procedure; 
second,  there  was  sometimes  a  diversifica¬ 
tion  of  funds  by  unscrupulous  owners; 
third,  a  possible  diversion  of  funds  by  is¬ 
suing  houses.  (By  this  I  mean  that  there 
were  many  properties  on  which  the  inter¬ 
est  and  sinking  funds  should  have  been  de¬ 
faulted  before  they  were.  Some  of  the 
corporations  issuing  and  selling  dumped 
all  their  bonds  on  one  general  heap  and 
the  proceeds  of  all  sales  were  used  to  take 
over  and  operate  buildings  that  had 
failed)  fourth,  heavy  amortization  pay¬ 
ments  may  have  proved  too  great  a  load. 

In  other  words,  there  are  some  prop¬ 
erties  that  might  have  struggled  through 
and  might  be  on  a  firm  footing  today  if 
it  were  not  for  the  heavy  sinking  fund 
pajnnents  called  for  under  the  mortgage. 
Again,  as  a  result  of  improper  appraisal 
procedure,  many  of  the  properties  were 
greatly  overcapitalized,  so  that  from  the 
time  construction  was  started  it  was  im¬ 
possible  for  them  to  pay  their  annual  car¬ 
rying  charges.  I  have  in  mind  here  in 
Boston  a  typical  example  of  this.  In  the 
prospectus  of  earnings  shown  to  the  pub¬ 
lic,  it  was  stated  that  this  property  would 
have  a  net  income  available  before  inter¬ 
est  and  depreciation  of  $220,000.00  after 
paying  all  operating  charges,  including 
taxes.  Today,  this  property  is  not  able 
to  net  $20,000.00  annually. 

However,  as  previously  stated,  property 
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has  been  going  through  the  process  of  re¬ 
organization.  Since  1930,  there  has  been 
a  complete  lack  of  a  mortgage  money- 
market.  Practically  the  only  institutions 
with  funds  available  to  refinance  the  larger 
types  of  buildings  were  the  big  in¬ 
surance  companies,  who  were  having  trou¬ 
bles  of  their  own  with  properties  on  which 
they  were  mortgagees.  There  have  been 
cases  where  institutions  have  turned 
down  mortgages  which  have  been  as  low 
as  15%  of  the  original  first  mortgage  bond 
issue  loan.  However,  during  the  past  year 
there  has  been  a  more  secure  and  better 
feeling  as  to  the  future  on  the  part  of 
prospective  mortgagees,  and  there  will  be 
more  and  more  mortgage  money  avail¬ 
able.  This  is  definitely  borne  out  by  the 
experience  of  our  own  office,  as  we  have 
been  instrumental  in  securing  two  fairly 
large  loans  on  apartment  house  property 
in  Boston,  one  in  the  amount  of  $100,- 
000.00,  and  the  other  in  the  amount  of 
$150,000.00.  In  both  cases,  these  loans 
were  necessary  to  effect  reorganization. 
One  was  placed  at  5V^%,  with  an  amorti¬ 
zation  agreement  after  the  second  year 
of  2%  payable  semi-annually,  and  the 
other  at  6%,  with  2%  amortization  charge 
to  start  immediately.  Incidentally,  a  mort¬ 
gagee  of  today  demands  certain  rights 
that  they  did  not  feel  were  necessary  years 
ago,  such  as  the  right  to  demand  payments 
monthly,  the  right  of  access  to  all  oper¬ 
ating  figures,  and  the  right  to  change 
mortgage,  if  necessary. 

Reorganization  Procedure 

Reorganization  of  property  financed  by 
bond  issues  is  not  a  simple  procedure,  as, 
instead  of  one  mortgagee,  there  are  some¬ 
times  hundreds  and  even  thousands  of  in¬ 
dividuals,  each  having  his  share.  To  ex¬ 
plain  how  order  is  being  brought  out  of 
the  chaos,  allow  me  to  cite  an  example  of 
how  a  bond  issue  property  is  reorgan- 
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ized.  Let  us  take  for  example  a  property 
with  a  first  mortgage  bond  issue  of  $500,- 
000.00,  and  a  common  stock  issue  of  $100,- 
000.00.  We  may  assume  that  the  common 
stock  holders  are  the  owners  of  the  equity, 
and  up  until  1930  have  been  able  to  pay 
carrying  charges  and  interest  to  the  bond¬ 
holders.  As  rents  dropped  at  this  time, 
the  equity  could  not  meet  the  various 
charges,  and  failed  to  pay  both  taxes  and 
interest.  As  a  trust  agreement  had  been 
previously  executed,  the  trustee  named  in 
the  indenture  finally  takes  possession  in 
the  name  of  the  bondholders,  and  operates 
the  property  in  their  behalf,  after  going 
through  the  necessary  legal  procedure. 

A  committee  of  first  mortgage  bondhold¬ 
ers  may  by  this  time  have  been  formed,  to 
cooperate  with  the  trustee  in  operating  the 
property.  All  of  the  foregoing  steps  have 
taken  a  great  deal  of  time,  and  meanwhile 
the  property  may  not  have  been  able  to  pay 
taxes  to  the  City.  As  taxes  are  a  lien 
prior  to  all  others,  it  is  necessary  to  re¬ 
finance  and  reorganize  before  that  lien  can 
be  removed.  A  first  mortgage  loan  suffi¬ 
cient  to  pay  off  the  taxes  is  secured  from 
an  institution,  and  after  foreclosure,  the 
first  mortgage  bondholders  are  either 
given  second  mortgage  income  bonds,  or 
common  stock,  or  both ;  the  foreclosure,  of 
course,  wiping  out  the  interest  of  the  for¬ 
mer  stockholders.  Under  this  reorganiza¬ 
tion  plan,  the  property  is  not  obligated  for 
any  charges  other  than  operating  and 
taxes,  unless  earned.  The  property  is  now 
on  a  solid  footing,  and  with  good  manage¬ 
ment  will  probably  work  its  way  out,  so 
that  the  bondholders  have  a  chance  of  se-  f 
curing  interest  on  their  money  and  finally 
having  their  entire  investment  return  to 
them.  Unfortunately,  the  stockholders 
are  no  longer  in  the  picture. 

All  the  foregoing  is  a  rough  outline  of 
real  estate  financing,  past  and  present,  and 
the  part  it  has  played  in  bringing  man- 
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agement  to  the  foreground.  Previous  to 
1925  management  was  only  a  secondary 
feature  in  the  majority  of  real  estate  of¬ 
fices,  the  main  operation  of  the  business 


consisting  of  brokerage  and  promotion. 
Today,  management  is  the  backbone  of 
this  country’s  largest  real  estate  com¬ 
panies. 


Management 


The  primary  function  of  the  property 
manager  is  to  relieve  the  owner  of  all  de¬ 
tails  incidental  to  the  operation  of  the 
property  and  to  earn  for  him  the  greatest 
possible  return.  Performing  this  general 
function  involves  a  number  of  specific 
duties,  among  others  being: 

1.  Establishing  a  proper  renting  schedule. 

2.  Securing  a  desirable  class  of  tenants. 

3.  Providing  proper  building  maintenance. 

4.  Keeping  adequate  proper  records. 

In  order  to  establish  a  proper  rental 
schedule,  it  is  first  necessary  to  equalize 
values  in  the  property  itself.  In  other 
words,  it  is  very  poor  business  to  have 
tenants  occupying  similar  apartments  pay¬ 
ing  different  rentals. 

A  management  company  should  be  fa¬ 
miliar  with  rents,  vacancies,  and  general 
conditions  in  the  locality  in  which  they  are 
operating.  They  should  know  land  and 
building  values,  and  should  be  aware  of 
sales  and  foreclosures.  It  is  also  neces¬ 
sary  for  the  property  manager  to  be  con¬ 
versant  with  national  business  conditions. 
In  other  words,  the  management  company 
should  have  its  finger  continually  on  the 
pulse  of  the  rental  market,  not  only  for 
its  own  locality,  but  for  others  as  well.  If 
a  management  company’s  products  are 
priced  too  high,  they  will  find  themselves 
with  many  vacancies.  Rentals,  like  ccm- 
modities,  are  governed  by  the  law  of  sup¬ 
ply  and  demand,  and  it  is  useless  to  set  a 
schedule  that  will  not  meet  competition. 

I  can  best  illustrate  why  a  proper  rental 
schedule  is  necessary  by  citing  a  case  that 
occurred  during  the  late  Fall  of  1932.  This 


apartment  block  contained  nine  three- 
story  buildings,  separated  by  party  walls, 
and  was  divided  into  27  suites  of  six  and 
seven  rooms.  Most  tenants  had  renewed 
their  leases,  or  had  remained  on  a  tenant- 
at-will  basis,  at  rentals  ranging  from 
$100.00  to  $120.00  per  month,  and  these 
same  prices  were  being  asked  for  the  va¬ 
cancies.  In  this  particular  apartment 
house  there  was  practically  no  out-of-sea- 
son  renting,  and  upon  taking  it  over  we 
found  vacancies.  After  due  consideration 
it  was  decided  that  the  apartments  were 
overpriced,  and  that  in  order  to  lease  fully 
it  would  be  necessary  to  lower  rents.  The 
renting  season  on  the  property  started  in 
the  Spring,  and  continued  through  to  Oc¬ 
tober  1.  The  sixteen  tenants  who  did  oc¬ 
cupy  the  house  knew  that  we  were  40% 
vacant,  and  consequently  were  very  inde¬ 
pendent  in  the  matter  of  paying  their 
rent,  and  also  demanded  excessive  repairs 
and  new  equipment.  After  repricing,  we 
found  that  a  100%  rented  house  would 
bring  in  $29,000.00  per  year,  while  with 
the  eleven  existing  vacancies  the  income 
approximated  $21,000.00  per  year.  Ac¬ 
cordingly,  in  the  Spring  of  the  following 
year,  we  lowered  rentals  about  20%,  and 
on  November  1  of  that  year,  had  only  one 
vacancy  and  an  annual  income  as  esti¬ 
mated.  This  serves  as  a  good  example  of 
why  the  real  estate  manager  should  know 
market  conditions. 

Securing  Desirable  Tenants 

The  second  main  function  of  the  prop¬ 
erty  manager  is  to  rent  to  a  desirable  class 
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of  tenants.  This  is  accomplished  by  effi¬ 
cient  merchandising.  It  is  unnecessary  to 
say  that  this  must  be  undertaken  with 
great  care,  with  proper  advertising  expen¬ 
ditures,  salesmanship  of  the  best,  and  a 
building  that  the  prospects  would  be  proud 
to  live  in. 

Of  course,  you  all  realize  that  too  much 
care  can  hardly  be  exercised  in  regard  to 
the  character  of  the  tenants,  and  a  build¬ 
ing  with  an  excellent  reputation  may  have 
it  destroyed  by  a  single  quarrelsome  or 
otherwise  disreputable  tenant.  This  is 
true  in  office  buildings,  as  well  as  apart¬ 
ment  houses,  where  one  tenant  carrying  on 
an  illegitimate  business  can  cast  a  shadow 
over  a  whole  building.  The  usual  practice 
is  to  have  a  tenant  sign  an  application  for 
a  lease,  with  references  as  to  credit  and 
character.  These  references  should  be 
carefully  checked,  and  if  the  tenant  is  ap¬ 
proved,  the  first  month’s  rent  should  al¬ 
ways  be  paid  in  advance* 

Whenever  possible  it  is  not  good  policy  to 
have  a  janitor  selling  apartments.  The  psy¬ 
chological  effect  alone  is  often  enough  to 
discourage  a  sale.  Prospects  desire  to  talk 
to  a  well-dressed  renting  man  who  knows 
his  business,  and  someone  who  has  the  au¬ 
thority  to  close  the  deal.  Of  course,  a  man¬ 
aging  agent  never  concludes  a  sale.  He 
must  continue  his  sale  with  service,  and  in 
order  to  do  this,  it  is  highly  important  that 
the  personnel  actually  on  the  premises  be 
welltrained.  The  best  advertising  for  build¬ 
ings  is  the  word  of  mouth  variety  that 
tenants  can  give. 

Elevator  operators,  superintendents, 
and  porters,  constituting  the  maintenance 
department,  should  be  courteous,  alert, 
pleasant,  and  the  smothness,  efficiency,  and 
courtesy  of  good  management  is  reflected 
in  the  financial  returns. 

If  an  apartment  superintendent  is  negli¬ 
gent  in  attending  to  his  fire  in  the  morn- 

*This  policy  varies  in  different  parts  of  the  country. — Ed. 


ing,  if  an  elevator  boy  is  discourteous,  if  a 
porter  is  moody  and  surly,  if  a  renting 
man  shows  a  careless  attitude,  if  a  main- 
tainance  man  does  not  answer  complaints 
promptly — all  these  things  result  in  dis¬ 
contented  tenants,  lowering  of  rents,  and 
eventually  a  decrease  in  occupancy. 

Service  is  the  keynote — but  this  does 
not  necessarily  mean  heavy  expenditures. 
Sometimes  a  small  amount  spent  for  an 
ordinary  washer  for  a  faucet  will  retain 
a  good  paying  tenant.  I  cannot  stress  the 
point  too  strongly  that  as  in  other  lines  of 
business  a  satisfied  customer  tells  his 
friends. 

The  sales  organization  of  a  management 
company  should  be  schooled  in  three  fund¬ 
amentals  :  first,  the  proper  presentation  of 
the  premises  for  rent;  second,  the  honest 
representation  of  conditions;  third,  the 
complete  fulfillment  of  agreements  made. 
All  of  these  imbue  the  tenant  with  satis-  i 
faction  at  the  start  of  his  tenancy. 

Building  Maintenance 

With  regard  to  maintenance,  it  must  be  : 
remembered  that  not  only  the  physical  but  j 
the  rental  value  is  affected  to  a  great  de-  I 
gree  by  appearance,  both  inside  and  out.  I 
An  unkept  front  or  uncleaned  back  hall 
has  lost  many  an  owner  desirable  tenants. 

It  is  the  duty  of  the  maintenance  super-  * 
visor  to  be  certain  that  there  are  no  con-  [ 
ditions  existing  in  the  physical  appearance  I 
of  the  building  that  would  tend  to  create  1 
sales  resistance.  Daily  inspections  should  I 
be  made  by  the  Field  Supervisor  and  Main¬ 
tenance  Man,  and  periodic  inspections  f 
should  be  made  by  the  Management  \ 
Executive,  who,  incidentally,  contrary  / 
to  the  general  opinion,  cannot  spend  f 
his  time  sitting  in  a  swivel  chair.  He  r 
must  know  his  buildings  inside  out — from  ^ 
top  to  bottom.  Of  all  the  management  ; 
functions,  inspection  is  one  of  the  most  im-  ^ 
portant,  because  it  is  the  very  essence  of  a  f 
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continual  income.  Inspections  should  be 
periodic,  regular,  and  systematic.  Only  an 
experienced  man  is  capable  of  making 
such  inspections,  as  he  must  be  equipped 
to  observe  and  classify  the  smallest  detail. 
He  should  notice  the  condition  of  the 
lawns  and  fences,  whether  the  walls  need 
pointing,  the  condition  of  the  window 
sashes  and  frames,  of  doors  and  porches, 
flashings,  skylights,  and  gutters. 

One  of  the  most  common  maintenance 
problems,  for  example,  encountered  in 
apartment  buildings  is  water  leakage,  and 
if  a  manager  is  careless  in  this  connection, 
large  amounts  of  money  may  be  spent 
without  correcting  the  condition.  Many 
apartment  buildings,  at  least  in  this  sec¬ 
tion  of  the  country,  were  constructed  with¬ 
out  sufficient  thought  being  given  to  the 
possibility  of  damp  walls  and  leakage,  and 
faulty  design  of  construction  very  often 
causes  moisture  to  show  inside  the  suites. 
Usually  the  proper  type  of  mortar  was 
not  used,  or  it  was  applied  incorrectly.  In 
addition  to  this  many  builders  left  proper¬ 
ties  vulnerable  by  not  providing  air  space 
between  the  bricks  and  inside  plaster.  If 
repointing  is  not  properly  taken  care  of, 
water  may  gradually  seep  through  the 
walls,  and  cause  heavy  expenditures  in  re¬ 
decorating,  and  also  be  responsible  for  dis¬ 
comfort  to  tenants. 

The  condition  of  the  sash  and  sills 
should  be  investigated  thoroughly.  We 
have  often  found  that  because  of  the  re¬ 
luctance  of  owners  to  spend  money  for 
painting,  window  sashes,  and  sills  have 
practically  rotted  away,  the  result  being 
more  money  spent  in  the  long  run  for  this 
item.  Many  owners  believe  that  the  only 
reason  for  painting  sash  and  sill  is  for  the 
S‘\ke  of  appearance.  This  is  not  entirely 
the  case,  as  the  purpose  is  two-fold,  the 
main  reason  being  to  lengthen  the  life  of 
the  woodwork  by  continual  care. 

Daily  inspections  should  be  made  of  the 


interior  of  the  property,  as  well  as  the 
exterior,  and  this  inspection  would  in¬ 
clude  first,  general  cleanliness  throughout, 
the  condition  of  the  basement  and  mechan¬ 
ical  equipment,  the  condition  of  the  lobby 
and  hallways,  floors,  woodwork,  ceilings, 
and  walls ;  and  most  important,  the  condi- 
dition  of  the  vacant  apartment.  These 
should  be  in  A-1  condition — windows 
washed,  shades  uniform,  lighting  fixtures 
free  from  dust,  plumbing  in  good  condi¬ 
tion,  gas  range  overhauled,  and  clean  re¬ 
frigerator.  The  condition  of  vacant  apart¬ 
ments  is  an  index  to  the  type  of  manage¬ 
ment  in  control. 

All  the  foregoing  concerning  the  phys¬ 
ical  upkeep  of  a  building  may  seem  to 
cover  a  lot  of  ground,  but  to  the  experi¬ 
enced  man,  the  essential  defects  of  prop¬ 
erty  upkeep  can  be  remedied  very  easily. 

Records  and  Reports 

Another  function  of  the  property  man¬ 
ager  is  the  keeping  of  adequate  records, 
to  which  the  owner  should  have  access  at 
regular  intervals.  A  report  should  be 
made  as  soon  as  possible  after  taking  over 
the  property,  and  a  budget  prepared  for 
submission  to  the  owners,  this  being  an 
estimate  of  income  and  expenses,  and  rep¬ 
resenting  an  educated  guess  by  the  man¬ 
agement  company.  In  connection  with  the 
preparation  of  a  budget,  the  income  is  esti¬ 
mated  by  taking  a  total  gross  revenue  that 
the  house  would  command  if  100%  rented 
at  market  price,  less  a  normal  vacancy  al¬ 
lowance,  which  is  determined  from  experi¬ 
ence.  The  budget  is  necessary  to  both  the 
manager  and  the  owner  in  order  that  they 
may  know  approximately  how  much  of  a 
margin  will  be  available  after  the  usual 
operating  expenses. 

Next,  a  monthly  report  should  be  sub¬ 
mitted  to  the  owner  on  or  about  the  tenth 
of  each  month,  embracing  a  comprehen¬ 
sive  picture  of  operations  for  the  previous 
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month,  including  the  number  of  apart¬ 
ments,  or  amount  of  space  rented  or  va¬ 
cated,  renewals  made,  applications  signed, 
the  amounts  collected,  the  amounts  dis¬ 
bursed,  and  the  type  of  maintenance  work 
done.  When  radical  changes  are  to  be 
made  or  considered,  the  manager  should 
make  a  written  recommendation  to  the 
owner.  By  radical  changes  I  refer  to  such 
steps  as  the  sub-metering  of  electricity,  the 
buying  of  new  refrigerators.  Recommen¬ 
dations  should  be  made  to  the  owner  with 
regard  to  abatement  of  taxes,  and  to 
changes  in  insurance  policies,  etc. 

Business  Property 

The  care  and  management  of  office 
buildings  and  other  business  property  dif¬ 
fers  greatly  from  that  of  the  apartment 
house.  In  the  first  place,  the  turnover  in 
tenants  is  far  less,  the  average  concern 
moving  not  oftener  than  once  every  seven 
years.  Then,  in  the  majority  of  cases,  the 
tenant  is  not  an  individual  but  a  group, 
either  a  company,  corporation,  or  part¬ 
nership,  and  must  be  dealt  with  in  an  en¬ 
tirely  different  manner.  The  biggest  prob¬ 
lem  arises  at  the  beginning  of  their  occu¬ 
pancy;  once  the  space  has  been  decided 
upon,  rates  established,  cost  of  mainte¬ 
nance,  light  and  electricity,  etc.,  settled, 
the  chances  are  nothing  will  be  heard  from 
them  until  their  lease  is  about  to  expire. 
There  are  fewer  complaints  from  a  tenant 
in  a  business  building,  which  often, 
strangely  enough,  works  out  to  the  detri¬ 
ment  of  the  owner.  Small  repairs  may  be 
neglected  until  such  time  as  the  need  for 
them  proves  a  real  inconvenience  or  men¬ 
ace  ;  lack  of  courtesy  on  the  part  of  build¬ 
ing  employees  may  go  unreported;  clean¬ 
ing  service  which  is  done  at  night  may 
not  be  satisfactory  to  the  tenant.  In  other 
words,  where  the  individual  apartment 
dweller  is  concerned,  similar  matters  are 
promptly  called  to  the  attention  of  the 


owner,  whereas  the  larger  organization 
lets  them  slide  or  trusts  that  someone  else 
will  do  the  complaining.  It  is  necessary, 
therefore,  to  make  periodic  inspections  of 
both  occupied  and  unoccupied  space  in  the 
various  commercial  buildings,  and  to  rec¬ 
tify  promptly  any  failure  in  rendering  the 
perfect  service  to  which  a  tenant  is  en¬ 
titled. 

Painting  should  be  done  when  needed, 
and  not  as  an  inducement  for  further  oc¬ 
cupancy  of  the  premises.  Windows  should 
be  checked  regularly;  sills  painted,  glass 
secured,  all  catches  put  in  working  order. 
Floors  should  be  refinished  at  intervals, 
doors  kept  in  smooth  operation,  and  hall¬ 
ways,  stairways,  and  other  approaches  to 
the  premises  kept  clean  at  all  times.  These 
are  items  that  the  average  housewife  in 
an  apartment  would  call  to  the  attention 
of  the  owner,  whereas  the  business  man 
neglects  them  until  conditions  are  such  as 
to  actually  interfere  with  a  comfortable 
occupancy. 

Extreme  care  is  necessary  in  the  inspec¬ 
tion  and  maintenance  of  all  parts  of  the 
property  accessible  to  the  general  public, 
where  in  case  of  neglect,  bodily  injury 
might  be  received,  resulting  in  serious 
damage  suits.  While  naturally  buildings 
carry  public  liability  insurance,  such  suits 
do  not  benefit  the  building,  especially  if 
there  is  a  question  of  negligence.  It  is 
surprising,  by  the  way,  how  many  fraudu¬ 
lent  claims  have  been  made  on  account  of 
injuries  reported  to  have  been  received  in 
and  around  the  larger  office  buildings. 

Brokers  in  the  organization  should  be 
thoroughly  familiar  with  the  various  prop¬ 
erties  under  control  of  the  company.  They 
should  know  value  and  availability  of  like 
space  in  other  buildings.  They  should  be 
familiar  with  the  requirements  of  the  par¬ 
ticular  type  of  prospective  tenant  they 
might  have.  They  should  have  a  complete 
knowledge  of  the  most  efficient  and  satis* 
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I  factory  arrangement  of  space  at  the  mini¬ 
mum  cost.  In  fact,  they  should  be  a 
combination  of  salesman,  architect,  effi¬ 
ciency  expert,  and  financial  adviser.  These 
brokers,  like  the  salesmen  of  any  concern, 
are  oftentimes  the  only  direct  contacts  be¬ 
tween  owners  and  tenants,  in  the  handling 
of  the  various  problems  that  arise.  It  is, 
therefore,  extremely  essential  that  they  be 
thoroughly  familiar  with  the  policies  of 
the  organization  and  able  to  adjust  any 
difference  in  a  competent  and  business-like 
manner. 

Extreme  care  is  necessary  in  the  making 
of  statements  relative  to  the  work  to  be 
done  by  the  owners  in  the  case  of  new 
leases.  Many  a  good  tenant  is  lost,  not 
only  for  the  particular  moment,  but  for 
the  future,  by  careless  and  impossible 
promises  made  by  a  broker,  interested 
solely  in  the  making  of  a  commission  and 
not  in  the  welfare  of  the  property  in  ques¬ 
tion. 

As  stated  before,  the  average  business 
establishment  moves  very  seldom;  in  fact, 
there  are  numerous  examples  of  concerns 
occupying  the  same  premises  for  a  period 
of  from  twenty-five  to  one  hundred  years, 
for  really  just  one  reason — they  are  satis¬ 
fied  !  This  satisfaction  can  only  come  from 
the  type  of  service  and  attention  received 
over  a  period  of  years  and  certainly  proves 
that  a  contented  tenant  is  a  hard  one  to 
move. 

I  The  Credit  Problem 

Credit  has  been  one  of  the  most  trying 
problems  of  management,  but  this  prob¬ 
lem  often  presents  humorous  aspects,  and 
in  connection  with  this,  I  am  going  to  pre¬ 
sent  some  correspondence  between  the 
Treasurer  of  our  own  company  and  one  of 
our  tenants  occupying  commercial  space. 

On  November  14th  of  this  past  year,  a 
letter  was  sent  from  our  office  as  follows : 

Gentlemen : 

We  desire  to  call  your  attention  to  the  very 


unsatisfactory  condition  of  your  account. 

We  must  insist  upon  check  for  two  months’ 
rent  before  the  end  of  this  week. 

Yours  very  truly. 

On  November  15th,  the  following  reply 
was  received : 

Gentlemen: 

“Upon  what  food  does  our  good  Caesar  feed 
that  he  has  grown  so  great,  methinks  he  does 
bestride  this  narrow  world  like  a  Colossus  and 
us  poor  folks  do  walk  beneath  his  legs,  seek¬ 
ing  dishonorable  graves.’’ 

All  of  which  is  rather  apropos  to  your  let¬ 
ter  of  the  14th  instant. 

We  are  enclosing  herewith  check  with  the 
kindly  suggestion  that  if  you  will  keep  your 
head  cool,  your  shirt  on,  and  your  feet  on  the 
ground,  that  before  the  month  draws  to  a  close 
that  any  indebtedness  due  you  from  us  will  be 
cleared  up  in  full. 

The  writer  happens  to  have  been  born  with 
a  sense  of  honesty  and  decency  and  has  main¬ 
tained  it  to  this  day,  and  if  you  will  for  the 
moment  leave  your  beautiful  offices  all  par- 
'itloned  off  and  panelled,  and  go  out  in  the 
highways  and  by-ways  and  make  a  few  in¬ 
quiries  as  to  our  general  reputation  for  always 
meeting  our  obligations,  we  think  your  very 
active  and  possibly  uneasy  mind  might  be  set 
at  rest. 

The  writer  would  be  delighted  to  meet  your 
Mr.  B.  at  some  time,  and  extends  to  him  a  cor¬ 
dial  invitation  to  call  in  and  see  him.  He  has 
met  many  of  the  members  of  your  organization 
and  finds  them  all  fine  fellows  and  well  worth 
knowing,  gentlemanly,  courteous,  and  all  good 
scouts.  Of  course,  if  Mr.  B.  when  he  calls 
brings  a  dispossess  warrant  or  writ  or  what 
you  may  call  it  with  him,  there  will  be  no  hard 
feelings  in  the  matter,  whatsoever. 

Yours  very  truly. 

On  November  16th,  our  Treasurer  re¬ 
plied  as  follows : 

Dear  Sir: 

We  acknowledge  receipt  of  your  letter  of 
November  15th,  with  which  you  enclosed  your 
check,  and  we  likewise  acknowledge  your  kind 
suggestion  as  to  the  mode  of  conduct  required 
of  us  as  a  condition  precedent  to  the  clearing 
up  of  any  indebtedness  which  may  be  due  us 
from  you. 

The  introduction  of  classical  allusions  into 
commercial  correspondence  appeals  to  us  very 
greatly,  despite  the  fact  that  our  “very  active 
and  possibly  uneasy  mind”  has  not  as  yet 
fathomed  the  connection  between  the  one  con¬ 
tained  in  the  first  paragraph  of  your  letter  of 
November  15  and  the  text  of  our  letter  of  No¬ 
vember  14. 
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Please  be  assured  that  we  are  not  alarmed 
over  the  prospect  of  losing  “one  penny  of  any 
just  claim”  against  your  Company,  but,  un¬ 
fortunately,  have  found  in  our  experience  that 
the  “sense  of  honesty  and  decency”  and  “gen¬ 
eral  reputation  for  always  meeting  our  obliga¬ 
tions,”  if  transferred  to  the  landlord  in  pay¬ 
ment  of  rent,  would  not  be  readily  acceptable 
in  lieu  of  wages  by  employees,  or  taxes  by  the 
public  authority,  who  still,  it  is  regretted,  are 
rather  insistent  that  we  “render  unto  Ceasar” 
with  legal  tender. 

I  want  to  thank  you  for  your  most  cordial 
invitation  to  visit  you,  and  I  would  like  to  ex¬ 
press  the  hope  that  we  may  have  the  pleasure 
of  a  visit  from  you  to  this  office,  which  you 
greatly  admired  because  of  the  excellent  par¬ 
titions  and  paneling,  as  well  as  those  qualities 
of  the  personnel,  so  highly  extolled  in  your  let¬ 
ter,  but  I  might  add  that  if  the  visit  is  also 
made  the  occasion  for  the  prompt  payment  of 
the  rental  which  is  due  on  the  first  of  each 
month,  that  it  would  greatly  heighten  the  pleas¬ 
ure  of  seeing  you. 

Very  truly  yours. 

On  November  19th  and  20th,  we  saw  the 
last  of  this  correspondence  with  letters 
from  the  tenant  as  follows : 

Dear  Sir: 

The  writer  has  your  valued  favor  of  the  16th 
instant  in  reply  to  our  letter  of  the  15th  and 
wishes  to  state  that  the  only  reason  for  his 
introducing  classical  allusions  into  commercial 
correspondence  was  due  to  the  fact  that  your 
original  letter  of  the  14th  was  so  pre-emptory 
and  so  arbitrary  in  its  context  that  he  had  no 


and  on  all  occasions  meeting  the  members  of  I 
your  staff,  the  pleasure  or  enjoyment  of  view-  I 
ing  the  partitions  and  paneling  has  alvrays  U 
been  tinged  with  a  feeling  of  sadness,  melan-  1 
choly  and  regret.  5 

Be  of  good  cheer,  however,  as  the  writer  is  B 
looking  forward  to  the  time  in  the  not  too  far  ■ 
distant  future  when  he  can  send  you  our  check  I 
in  full  and  look  you  in  the  eye  and  if  needs  I 

be,  tell  you  to  go  to  H - .  I 

Very  truly  yours,  i 

Dear  Sir:  |J 

Supplementing  our  letter  of  the  19th  instant,  | 
the  writer  regrets  that  he  does  not  dare  to  I 
address  you  as  “Dear  Jack”  or  “Dear  John”  I 
as  after  receiving  your  original  letter  of  No-  I 
vember  14th,  he  had  a  mental  picture  of  you  I 
as  a  Simon  Legree  with  a  big  snake  whip  in  n 
his  hand,  holding  a  quartet  of  savage  blood  n 
hounds  in  leash  with  blood  in  his  eye,  roaring 
in  a  loud  voice,  and  poor  Eliza  personifying  1 
your  creditors,  fleeing  across  the  ice,  I 

When  I  make  inquiries,  however,  I  am  ad-  I 
vised  that  instead  of  being  the  Simon  I^egree  I 
type,  that  you  are  a  very  mild  mannered  gen-  i 
tleman  with  literary  instincts  and  to  use  an  | 
old  expression — one  whose  bark  is  worse  than  I 
his  bite.  j 

On  re-reading  your  letter  of  the  16th  instant, 
my  heart  is  filled  with  sorrow  to  feel  that  a 
gentleman  so  gifted  should  be  engaged  in  such 
a  sordid  occupation  as  that  of  forcing  and 
frightening  creditors  to  pay  their  just  debts. 
When  I  think  of  what  a  much  greater  success 
you  might  have  made  if  you  had  taken  up  the 
writing  of  poetry  or  blank  verse,  I  have  to  I 
heave  a  sigh  and  say  “Of  all  sad  things  of  i  : 


language  of  his  own  in  which  to  reply  properly 
to  same,  and  was,  therefore,  obliged  to  borrow 
his  words  from  the  “Bard  of  Avon,”  to  properly 
express  his  reaction  to  same. 

The  writer  finds  himself  in  accord  with  all 
of  your  remarks  with  the  exception  of  the  fact 
that  you  seem  to  have  the  idea  that  our  rental 
is  due  on  the  first  of  each  month.  To  this  we 
are  never  willing  to  agree.  There  is  no  reason 
whatsoever  why  you  should  be  paid  in  advance. 
If  we  paid  our  rent  in  advance  and  a  fire 
devastated  the  building,  we  would  be  out  of 
luck,  or  if  a  flood  or  water  from  the  upper 
floors  descended  upon  us  which  has  happened 
on  one  or  two  occasions,  we  would  again  be 
out  of  luck  so  that  we  figure  that  the  rental 
is  not  due  you  until  the  last  day  of  each  month. 

The  writer  appreciates  your  invitation  to 
visit  you  in  your  sumptuous  offices  in  order 
that  he  can  again  feast  his  eyes  on  excellent 
partitions  and  paneling  which  he  so  much  ad¬ 
mired,  but  he  is  afraid  that  he  will  not  be  able 
to  take  advantage  of  your  kind  invitation  due 
to  the  fact  that  while  he  enjoys  at  all  times 


tongue  or  pen  the  saddest  are  these — it  might 
have  been.” 

With  many  thanks  for  your  patience  and  for¬ 
bearance  in  our  case,  and  with  best  wishes  for 
continued  health  and  prosperity,  we  are 

Very  truly  yours.  | 

In  spite  of  the  introduction  of  classical 
allusions  of  this  tenant,  we  would  cer¬ 
tainly  be  pleased  if  others  were  as  ready 
to  acknowledge  their  just  debts  and  made 
as  much  effort  to  pay  their  rental  bill  as 
this  particular  one. 

Summary 

To  summarize  in  general  terms  prop¬ 
erty  management  is  charged  with  the  fol¬ 
lowing  : 

1.  To  employ,  train  and  supervise  an  effi¬ 
cient  staff  for  the  operation  of  the  building  | 
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2.  To  carry  on  frequent  inspections  to  pre¬ 
vent  depreciation  and  suggest  replace¬ 
ments  or  alterations  necessary  to  maintain 
and  increase  the  earning  power  of  the 
property 

3.  To  attend  to  the  making  of  repairs,  deco¬ 
rations,  and  alterations 

4.  To  establish  proper  rental  notices. 

5.  To  conduct  a  vigorous  campaign  for  ten¬ 
ants 

6.  To  originate  and  conduct  result-producing 
advertising 

7.  To  maintain  the  caliber  of  the  tenancy 
through  a  careful  check  of  prospective  ten- 

'  ants 

8.  To  renew  expiring  leases  at  correct  prices 

9.  To  draw  and  interpret  leases 


10.  To  keep  a  close  watch  on  taxes  and  assess¬ 
ments  and  file  protests  if  these  are  exces¬ 
sive 

11.  To  pay  all  taxes,  purchase  all  materials 
and  supplies  necessary  for  the  manage¬ 
ment  and  operation  of  the  building,  secur¬ 
ing  all  discounts  and  commissions  for  the 
owner 

12.  To  adjust  tenants’  complaints  and  create 
their  good  will 

13.  To  bill  all  tenants  for  rents  and  other 
charges  due  and  collect  these  amounts 

14.  To  institute  any  legal  proceedings  neces¬ 
sary  in  the  operation  of  the  building 

15.  To  keep  accurate  accounting  records  and 
render  detailed  operating  statements. 
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By  James 

PAINT  is  a  mixture  which  contains  a 
coloring  material  called  “pigments" 
suspended  in  a  liquid  called  a  “ve¬ 
hicle"  in  which  the  pigment  does  not  dis¬ 
solve.  Oil  paint  is  most  commonly  used 
on  plastered  walls.  In  commercial  paint¬ 
ing,  water  paints  are  used  in  the  form 
of  calcimine. 

The  best  paint  is  prepared  by  mixing 
linseed  oil  with  white  lead  (carbonate  of 
lead),  or  zinc  white  (oxide  of  zinc),  and 
the  coloring  pigments  needed  to  produce 
the  desired  color.  Usually  a  thinner  is 
used  to  dilute  the  mixture,  and  a  drier 
to  make  it  dry  more  quickly  and  form  a 
film  of  hard  waterproof  substance  on  the 
surface. 

Linseed  oil,  which  is  obtained  from  flax¬ 
seed  by  pressure,  is  the  best  of  all  ve¬ 
hicles,  since  it  has  the  special  quality  of 
drying  with  a  hard  surface.  Because  of 
the  cost  of  linseed  oil  and  white  lead, 
most  of  the  prepared  paints  contain  other 
oils,  and  other  inert  substances  known  as 
“fillers."  Soy-bean  oil  is  extensively  used 
to  replace  part  of  the  linseed  oil.  “Fillers" 
or  “extenders"  are  such  substances  as 
silex,  clay  gypsum,  and  barium  sulphate. 
They  are  not  to  be  considered  as  adult¬ 
erants,  because  their  relatively  coarse 
grain  takes  hold  of  the  surface  of  the  wood 
or  plaster,  and  prevents  the  paint  from 
spreading.  Thus  fewer  coats  are  needed. 

Turpentine  is  the  “thinner"  generally 
employed.  Benzine  acts  both  as  a  thinner 
and  drier  and  is  commonly  found  in  ready 
mixed  paints.  Metals,  various  kinds  of 
earth,  coal-tar  products  and  prepared  bone 
are  used  for  coloring  pigments. 

Historical  Sketch 
Machine-mixed  paints  have  been  on  the 


A.  Riner 

market  since  1860,  but  the  history  of  paint 
and  painting  begins  in  the  remote  ages. 
The  paintings  of  the  ancient  Egyptians 
consisted  simply  of  outlines  filled  with  flat 
colors.  They  knew  nothing  about  the  ren¬ 
dering  of  depth,  of  light  and  shade. 

Early  in  the  15th  century,  Italian  paint¬ 
ers  produced  their  great  wall  paintings 
for  churches  or  palaces  by  working  in 
“fresco,"  or  painting  with  water  colors  on 
the  fresh  plaster  of  walls.  The  work  had 
to  be  done  while  the  plaster  was  wet. 
Later  colors  were  mixed  with  eggs  or  glue 
or  melted  wax.  In  the  latter  part  of  the 
15th  century,  the  use  of  oil  as  a  “vehicle” 
came  into  use. 

As  early  as  1737,  wallpaper  was  used  in 
this  country.  The  invention  and  use  of 
wallpaper,  however,  dates  back  to  the 
Chinese.  The  Chinese  paper  found  its  way 
into  the  East  Indies  and  came  to  be  known 
as  India  paper,  and  was  brought  to  Eu¬ 
rope  by  the  Dutch  traders.  While  history 
tells  us  that  the  Egyptians  were  the  first 
makers  of  paper,  they  used  colors  to  dec¬ 
orate,  and  the  Chinese  were  the  first  to 
color  paper.  They  did  not  use  it  as  a 
wallpaper  but  they  hung  separate  strips  or 
blocks  of  -  paper  as  a  decoration,  some¬ 
times  mounted  on  rollers  that  could  be 
moved  or  shifted  at  will.  When  Europe 
began  to  apply  these  painted  papers  of  the 
Chinese  to  walls,  the  use  of  wallpaper 
really  began. 

Some  of  the  early  Chinese  papers  are 
still  hanging  on  the  old  walls  of  time- 
honored  English  homes. 

As  early  as  the  middle  of  the  17th  cen¬ 
tury,  some  wallpaper  was  imported  from 
Europe  to  cover  the  walls  of  a  house  in 
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Dedham,  Massachusetts.  This  house  and 
the  paper  are  still  well  preserved. 

The  foregoing  is  the  history  of  paint 
and  paper  from  their  beginning.  We  shall 
take  up  from  this  point  our  present  day 
problems  in  hotels  and  apartment  build¬ 
ings  in  producing  most  satisfactory  re¬ 
sults  in  wall  finishings. 

Comparative  Costs 

When  starting  a  program  of  decorating 
the  walls  in  a  hotel  or  apartment  build¬ 
ing,  the  first  thought  of  the  building 
owner  or  manager  is  cost  and  durability. 
The  original  cost  for  painted  walls  as 
compared  with  paper  depends  on  two 
principal  factors,  quality  of  materials  to 
be  used  and  quality  of  labor.  We  have  too 
wide  a  price  range  for  both  paint  and 
wallpaper  to  arrive  at  comparative  costs, 
too  great  a  difference  in  plaster  surface  to 
arrive  at  comparative  figures.  Paint  may 
look  the  same  and  cost  from  a  dollar  and 
a  half  to  three  dollars  per  gallon.  Paper 
ranges  in  price  from  ten  cents  to  five  dol¬ 
lars  per  roll.  In  this  article  we  are  assum¬ 
ing  that  flat  and  stipple  paint  are  used 
at  an  average  cost  of  a  dollar  and  ninety 
j  cents  per  gallon,  and  wallpaper  at  a  cost 
!  of  forty  cents  per  roll.  In  a  painted  room, 
where  the  wall  is  first  primed,  then  fol- 
I  lowed  by  one  or  two  coats  of  flat  paint, 

I  or  one  of  flat  and  one  of  stipple,  the  labor 
costs  will  average  twenty-five  percent 
higher  than  to  paper  the  same  room  and 
size  the  walls  before  hanging  the  paper. 

The  cost  for  finishing  the  wood  trim 
will  be  the  same  in  both  rooms.  If  the 
wall  is  paneled,  the  extra  time  used  and 
material  for  painting  will  offset  the  extra 
labor  cost  for  papering. 

Paint  manufacturers  claim  that  in  the 
case  of  one  room  decorated  with  paint 
and  another  with  paper,  that  the  cost  of 
a  satisfactory  wallpapering  job  may  be 
as  much  as  twenty-five  to  sixty  percent 


more  than  a  completely  satisfactory  paint 
job,  but  in  arriving  at  these  figures  they 
have  invariably  considered  their  product 
perfect,  and  have  compared  their  paint 
with  paper  costing  from  one  dollar  to 
one  dollar  and  a  half  per  roll. 

For  a  finished  job,  the  same  amount  of 
plaster  patching  is  required,  especially 
wall  cracks,  for  either  paint  or  paper. 

Selecting  Appropriate  Finishes 

We  concede  that  in  kitchens,  laundries, 
bathrooms,  basement  hallways,  and  stair¬ 
wells,  where  wall  surfaces  are  subjected 
to  most  severe  conditions,  painted  sur¬ 
faces  are  almost  universally  judged  the 
most  practical.  The  kitchen  and  bath 
should  have  an  enameled  finish,  a  finish 
which  is  not  practical  for  living  rooms  or 
bedrooms.  A  bathroom  with  a  part  wall, 
tile  finished,  can  be  made  far  more  attrac¬ 
tive  if  the  remaining  surface  is  decorated 
in  two  colors,  preferably  pastel  shades. 

Wallpaper  is  offered  in  many  desirable 
color  combinations  and  patterns.  Paint 
permits  a  wide  selection  of  colors  because 
if  standard  shades  do  not  appeal  to  the 
buyer,  the  use  of  pure  colors  in  oil  to  tint 
white  pigment  will  make  almost  an  un¬ 
limited  range  of  tints  available.  Stand¬ 
ard  paint  colors  and  the  easy  tinting  prop¬ 
erties  of  paint  are  particularly  adaptable 
when  a  color  already  in  use  is  to  be 
matched. 

A  great  percentage  of  buyers  will  make 
a  selection  from  a  paint  color  card.  Then, 
when  that  color  is  applied  on  the  wall, 
the  buyer  will  contend  that  it  is  not  what 
had  been  chosen  from  the  card.  Reflec¬ 
tion  of  light,  and  the  effect  on  a  large  wall 
surface  have  not  been  visualized  when 
looking  at  the  small  sample  on  the  color 
card. 

Painted  walls  make  a  pleasing  back¬ 
ground  upon  which  to  display  figured 
draperies,  upholstery,  designed  furniture, 
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and  framed  pictures.  The  painted  wall 
needs  figured  drapes  to  tie  into  the  dec¬ 
orative  scheme,  while  a  plain  colored 
drapery  is  more  adaptable  to  figured  wall¬ 
paper  or  paper  in  a  combination  of  colors. 
Much  less  sales  resistance  is  met,  espe¬ 
cially  with  women,  when  plain  colors  are 
used  for  draperies. 

The  Economic  Life  of  Wall  Finishes 

Paint  is  washable  provided  that  it  is 
of  a  good  grade  and  if  a  sufficient  number 
of  coats  have  been  applied.  I  say  wash¬ 
able,  meaning  that  the  entire  wall  surface 
is  to  be  washed  and  not  spotted.  One 
often  hears  the  statement  that  dirty  finger 
prints  and  furniture  marks  can  be  re¬ 
moved  without  washing  an  entire  wall 
surface.  This  is  true  provided  that  the 
paint  has  been  applied  but  a  very  few 
weeks  previously.  Many  paint  salesmen 
will  stress  how  many  times  the  painted 
surface  can  be  washed.  These  salesmen 
will  often  fail  to  add  that  after  two  or 
three  washings  the  wall  surface  will  cloud 
and  streak,  and  that  it  is  difficult  to  match 
where  deep  mars  have  to  be  covered. 

Paper  of  good  quality  can  be  cleaned  at 
least  six  times  before  showing  cleaning 
wear,  and  while  the  papered  wall  may  col¬ 
lect  as  much  dirt  as  the  one  that  is  painted, 
in  the  same  length  of  time  the  soiled  con¬ 
dition  is  not  quite  so  noticeable. 

The  cost  of  materials  for  washing  the 
painted  wall  of  a  room  is  approximately 
the  same  as  that  required  to  clean  a 
papered  wall.  Two  men  can  wash  and 
rinse  seventy-five  square  yards  of  painted 
walls  in  two  hours,  and  can  clean  the  same 
amount  of  surface  of  papered  walls  in  one 
hour,  if  the  paint  washing  and  cleaning 
time  and  materials  are  in  the  hands  of  ex¬ 
perienced  men.  If  a  man  is  a  good  paper 
cleaner,  this  does  not  necessarily  indicate 
that  he  is  a  good  wall  washer,  and  vice 
versa. 


Any  hotel  or  apartment  building  house-  I 
keeper  can  tell  you  that  the  work  of  clean-  I 
ing  after  a  paper  hanging  job  is  half  that  [ 
of  cleaning  after  a  paint  job,  such  as  re¬ 
moving  paint  off  the  telephone,  and  clean¬ 
ing  up  small  drops  or  splatters  of  paint 
from  bathroom  fixtures. 

Desirable  Illusions  Through 
Decorations 

The  value  of  both  paint  and  paper  color 
is  its  quality  of  light  reflection,  a  very  im¬ 
portant  consideration  in  brightening  a 
dark  room  or  toning  down  an  over  sunny 
one.  Yellow  or  cream  color,  for  instance, 
reflects  more  light  than  does  blue,  red,  I 
green,  or  brown.  Many  persons  consider 
the  greater  cheerfulness  of  yellow,  cream, 
or  ashes  of  roses  as  merely  based  on  hue 
but  this  is  not  the  case.  It  is  more  cheer¬ 
ful  because  it  catches  and  reflects  a  greater 
amount  of  light. 

If  the  room  is  large,  one  should  use 
plenty  of  bright  color  on  the  walls.  This 
will  make  the  room  seem  smaller  and  will 
appear  to  furnish  it  somewhat.  Take  two 
large  rooms,  paint  one  and  paper  the  other. 
Set  both  rooms  up  with  similar  furniture. 
The  painted  room  will  look  bare  as  com¬ 
pared  with  the  other.  If  bright  colors  are 
used  in  the  small  room,  the  walls  will 
appear  to  be  drawn  together — to  push  in 
upon  one.  To  make  the  small  room  appear 
larger,  one  must  use  what  are  called 
receding  colors  such  as  neutral,  pale  blue, 
grey  or  soft  toned  green. 

This  brings  us  to  paint  trim  and  paper 
design.  Unless  wall  space  is  broken  with 
molding,  panels,  or  numerous  openings, 
a  color  trim  must  be  used.  If  the  ceil¬ 
ing  is  high  for  a  narrow  room,  the  walls 
should  be  painted  a  contrasting  color  to 
reduce  the  ceiling  height,  A  decorative 
band  or  plain  stripe  helps  break  the 
monotony  of  color  and  adds  finish  to  the 
wall. 
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One  should  fit  the  paper  design  to  the 
room.  Large  designs  must  be  reserved  for 
large  rooms.  The  small  design  is  most 
suited  to  the  small  room.  If  the  ceiling 
is  low,  a  striped  paper  will  “turn  the 
trick.”  If  the  room  is  rambling  in  shape. 
'Aith  awkward  corners,  a  paper  of  small, 
compact  design  will  help  to  bind  it  to¬ 
gether.  If,  on  the  other  hand,  there  is  a 
long  wall,  unbroken  by  openings,  shun  a 
paper  with  pronounced  horizontal  design, 
for  the  horizontal  line  will  make  the  of¬ 
fending  wall  look  longer  than  ever.  If  the 
walls  are  broken  with  many  openings,  a 
design  with  pronounced  horizontal  lines 
will  minimize  the  broken  effect  and  will 
appear  to  lengthen  the  space  between  the 
openings. 

The  monotony  of  painted  walls  can  be 
best  judged  when  a  manager  hears  the 
prospective  renter  remark  that  the  wall 
treatment  is  similar  to  others  recently  in¬ 
spected.  The  woman  of  the  family  is 
today  looking  for  something  different  from 
the  apartments  occupied  by  her  friends,  or 
from  the  home  she  has  recently  occupied. 

Careful  handling  is  required  to  bring 
accessories  of  contrasting  shades  into  ac¬ 
cord  with  the  plain  wall  without  loss  of 
strength  in  the  general  scheme  or  creation 
of  spottiness.  The  patterned  wall  will 
combine  two  contrasting  colors,  either  of 
which  may  be  carried  out  in  the  furnish¬ 
ings  until  it  becomes  the  predominating 
color,  and  still  one  can  avoid  startling  con¬ 
trasts  or  jarring  combinations. 

The  solid  color  commonly  used  for 
painted  walls  makes  a  definite  mass  of  the 
room  and  seems  to  say,  “I  am  so  long,  so 
wide,  and  so  high.”  The  patterned  paper 
in  several  colors  has  a  very  different  effect. 

A  wide  selection  as  to  colors  and  color 
combinations  may  be  effected  by  the  use 
of  a  few  sample  wallpaper  books,  and  any 
preference  be  satisfied.  Often  the  finished 
room  can  be  visualized  by  the  tenant. 


Paper  is  pleasing,  and  in  an  unfurnished 
apartment  has  a  warmer  look  as  many 
paper  designs  make  a  complete  wall  decor¬ 
ation  and  do  not  need  the  addition  of 
pictures.  In  furnished  apartments,  the 
addition  of  pictures  should  be  considered 
in  arriving  at  decorating  costs.  The  con¬ 
trast  of  darker  shades  against  a  light 
background  gives  the  effect  of  variety,  or 
depth  and  so  reduces  to  a  minimum  this 
set,  hard,  limitation  of  space. 

It  is  well  to  avoid  conventional,  geo¬ 
metric  patterns  as  these  designs  also  give 
the  impression  of  space  limit,  whereas  a 
meandering,  indefinite  design  leads  one 
from  one  point,  or  part,  of  a  room  to  an¬ 
other  indefinitely. 

The  kind  of  paper  to  avoid  buying 
should  be  the  cheap  quality,  too  decided 
contrasts  in  coloring,  and  that  design 
which  seems  to  pull  the  eye  several  ways 
at  once,  also  that  made  up  of  unrelated 
elements,  or  that  with  shaded  effects  which 
would  make  a  wall  seem  covered  with 
bumps. 

When  selecting  wallpaper,  it  is  well  to 
remember  that  it  will  be  on  all  four  sides 
of  the  room,  not  one  tempting  strip  as  you 
see  it  in  the  sample  book.  Also,  one  will 
be  looking  at  it  for  many  months  after  it 
is  once  on  the  wall.  Paper  always  looks 
at  least  two  shades  darker  after  it  is  on 
the  wall  than  it  does  in  the  roll  before  it 
is  hung.  A  restful,  home-like  cheer  is  what 
we  are  all  seeking. 

One  question  in  both  the  use  of  paper 
and  paint  is  “where  shall  the  molding  be 
placed?”  The  placing  of  a  painted  band, 
strips,  or  wood  molding  is  determined 
always  by  the  height  of  the  ceiling.  For 
the  average  size  room,  with  a  ceiling  over 
nine  feet  high,  it  is  usually  best  to  drop 
the  molding  to  the  top  of  the  window 
casing  and  to  carry  the  ceiling  color  down 
to  that  line.  This  reduces  seeming  height 
and  makes  a  more  pleasing  effect. 
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Apartment  kitchens  are  gloomy  things 
at  best.  The  usual  custom  is  to  paint 
everything  one  shade,  and  a  large  percent¬ 
age  in  a  dark  or  drab  color  so  that  the  dirt 
will  not  show.  The  modern  woman  thinks 
differently.  The  antiquated  dark  color 
idea  is  out.  She  insists  on  light,  cheery 
colors.  If  there  is  any  dirt  around,  she 
wants  to  see  it  removed.  It  goes  without 
saying  that  little  cubby  hole  kitchenettes 
require  light  colors  to  make  them  appear 
larger  than  they  are.  With  the  nev^  elec¬ 
tric  ice  boxes,  the  porcelain  finished  gas 
or  electric  stove,  the  kitchen  walls  should 
be  decorated  in  keeping  with  these  modern 
units,  using  an  enamel  finish  of  a  light 
shade  and  a  contrasting  touch  of  color 
as  a  wall  or  cupboard  decoration.  The 
wood  trim  can  be  finished  in  a  colored 
enamel  to  harmonize  with  the  floor  cover¬ 
ing  and  gain  the  desired  effect.  Many 
times  an  attractive  kitchen  sells  the  unit. 

The  apartment  breakfast  nook,  which 
often  comes  as  second  consideration  in  a 
decorative  scheme,  should  receive  equal 
consideration  with  the  living  room.  It 
should  be  decorated  in  harmony  with  both 
the  living  room  and  kitchen,  to  which  it  is 
usually  connected  by  open  arches  or  doors. 
Here  we  do  not  want  the  glare  of  enamel 
finish  but  instead  we  set  it  off  from  the 
kitchen  with  a  flower  garden  patterned 
wallpaper,  a  paper  with  background  color 
to  blend  into  the  kitchen  wall.  If  painted, 
a  stencil  effect  will  not  only  denote  the  con¬ 
trast  between  the  two  rooms  but  also  will 
add  cheer  to  a  morning  grouch.  The  right 
decoration  will  delight  the  guest  and  assist 
in  relieving  unpleasant  early  morning 
moods. 

Consider  the  Closet 

Most  of  the  closets  in  apartment  build¬ 
ings  are  poorly  painted.  The  walls,  shelves, 
and  hook  strips  are  all  the  same  color. 
One  seldom  finds  a  closet  that  shows  evi¬ 
dence  of  a  careful  paint  job.  Take,  for 


instance,  the  furnished  apartment  of  aver¬ 
age  rental  price,  with  either  Murphy  or 
roll-away  bed  concealed  in  a  closet  at 
either  the  side  or  end  of  the  living  room. 
This  room  may  be  most  attractively  decor¬ 
ated  with  walls  painted  and  paneled  with 
wood  molding  highlighted.  Open  the  bed 
closet  door  and  almost  without  exception 
one  will  find  a  plain  wall.  As  before  stated, 
in  many  cases  no  care  has  been  used  in 
applying  the  paint. 

Now  paper  this  wall  with  a  paper  that 
has  a  distinct  dash  of  color.  It  may  have 
a  bit  of  the  color  which  predominates  in 
the  draperies  and  upholsteries  in  the  liv¬ 
ing  room,  or  it  may  be  a  combination  of  | 
pastel  shades,  or  the  warm  Chinese  red 
with  a  bit  of  black.  When  the  closet  door 
is  opened,  the  prospective  guest  is  sure  to 
be  impressed  by  this  added  novel  decora¬ 
tion. 

If  paint  for  closets  is  preferred,  finish 
with  enamel.  Then  fewer  guests  will  cover 
the  walls  with  newspapers  in  order  to 
prevent  suits  and  dresses  becoming  dis¬ 
colored  in  rubbing  against  the  paint. 

In  some  apartment  buildings  where 
paper  is  used  for  the  rooms,  paint  is 
applied  in  the  closet,  and  again  we  have 
an  unsightly  wall  each  time  the  door  is 
opened. 

Eliminating  Defects 

A  hideout  for  vermin  in  papered  rooms 
is  one  of  the  old  arguments  used  favoring  I 
paint.  Good  paper  will  cover  more  wall 
defects  and  will  close  cracks  better  than 
paint.  There  is  no  excuse  for  loose  paper 
especially  where  it  meets  the  wood  trim, 
if  the  plaster  wall  has  first  been  properly 
sized.  When  applying  wallpaper,  the 
seams  should  be  butted  and  never  over¬ 
lapped.  A  room  can  be  newly  papered 
without  removing  the  old  paper  provided 
that  there  are  no  overlapping  seams.  Then 
the  finished  wall  will  look  just  as  good  as 
if  the  old  paper  had  been  removed. 
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j  Few  apartment  buildings  or  hotel  walls 
I  are  free  from  waves  in  the  plaster  and 
open  cracks  between  the  wood  casings  and 
plaster.  A  good  painter  will  fill  these 
cracks  with  putty,  usually  “Swedish 
putty,”  and  in  a  short  time  the  slamming 
of  doors  will  loosen  the  patching  or  filling 
I  and  leave  these  unsightly  edges  around 
the  casings.  Paper,  tightly  butted  to  the 
I  casings,  tends  to  hold  the  putty  in  place. 

I  Now,  take  a  room  where  the  enameled 
wood  finish  looks  fairly  well  but  the 
!  painted  walls  need  a  coat  of  paint.  After 
applying  the  new  paint  and  cleaning  the 
paint  smears  from  the  wood,  all  the  defects 
in  the  wood  finish  stand  out.  These  defects 
are  less  noticeable  when  wallpaper  is 
used. 

Molding  has  been  used  extensively  for 
paneling  and  as  a  further  aid  to  wall  decor¬ 
ation.  With  any  change  of  furniture, 
either  in  rearrangement  or  replacement, 
the  changing  of  the  pictures  on  the  walls 
becomes  necessary.  Almost  without  excep¬ 
tion,  the  wall  panels  are  either  too  large 
or  too  small.  Either  the  furniture  or 
pictures  must  be  shifted  and  this  shift 
often  calls  for  one  or  more  additional  pic¬ 
tures,  or  a  piece  of  furniture. 

A  recent  type  of  wall  decoration  con¬ 
sists  of  discarding  all  paneling  or  molding 
on  all  walls  where  paint  is  used.  This 
gives  an  unbroken  wall  space  which  lends 
itself  to  a  wide  range  of  possibilities  in 
adding  pictures  or  wall  hangings. 

Most  tenants  have  a  few  pictures  or  an 
occasional  piece  of  furniture  that,  added 
to  the  original  furnishings  in  the  apart¬ 
ment,  create  an  added  homelike  touch.  In 


some  cases,  however,  the  personal  belong¬ 
ings  do  not  harmonize  with  the  already 
furnished  apartment,  and  the  result  is  bad. 
The  guest  becomes  dissatisfied  and  some¬ 
times  does  not  realize  just  where  the  diffi¬ 
culty  lies.  Many  a  manager  has  seen  an 
attractive  apartment  made  hideous  by 
just  such  arrangements  and  additions. 

The  average  productive  life  of  an  apart¬ 
ment  building  is  alarmingly  brief,  possibly 
twenty  to  twenty-five  years.  Changes, 
however,  in  styles  and  in  public  taste 
occur  as  often  as  every  four  or  five  years, 
and  buildings  must  keep  abreast  of  the 
times  or  become  obsolete.  Not  many  years 
ago,  it  was  common  practice  to  calcimine 
both  walls  and  ceiling,  then  came  the 
plain  painted  walls  and  calcimine  ceiling, 
followed  by  painting  of  all  surfaces.  The 
only  break  for  the  plain  painted  room 
was  a  picture  mold.  Next  came  the  panel 
treatment.  A  few  owners  permitted  the 
painting  of  doors  and  even  went  so  far 
as  to  allow  stippling  of  woodwork  and 
doors,  but  what  an  expensive  change 
when  public  taste  asked  for  dark  stained 
doors  and  light  woodwork.  Today  the 
public  is  turning  to  papered  walls,  and 
tenants  are  asking  to  have  the  panels  re¬ 
moved  when  new  decorations  are  made. 

In  localities  where  smoke  and  dust 
storms  do  not  prevail,  cream,  and  even 
white,  painted  walls  are  fairly  satisfac¬ 
tory.  In  a  locality  where  dust  and  a  con¬ 
tinuous  cloud  of  smoke  play  on  all  walls, 
paper  has  the  advantage.  Painted  walls 
require  at  least  three  washings  a  year.  A 
papered  wall  will  pass  with  a  yearly 
cleaning. 
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By  John  Stevenson 


JUST  over  two  years  ago,  the  four  prin¬ 
cipal  bodies  representative  of  the 
estate  profession,  namely,  the  Char¬ 
tered  Surveyors’  Institution,  the  Auction¬ 
eers’  Institute,  the  I^nd  Agents’  Society, 
and  the  Incorporated  Auctioneers,  ob¬ 
tained  the  authority  of  their  members 
(numbering  nearly  20,000  in  all,  or  say, 
75  per  cent  of  the  total  practitioners  in 
Great  Britain  and  Northern  Ireland)  to 
bring  into  being  a  brief  but  very  definitely 
worded  Code  of  Conduct.  This  Code  (or 
Rules)  henceforward  bound  all  concerned, 
individually  and  collectively,  and  while 
each  body  administers  it  independently  as 
regards  its  own  members,  a  joint  Liaison 
Committee  meets  for  the  purpose  of  main¬ 
taining  contact,  and  “an  even  keel.” 

About  the  same  time  that  the  Code  came 
in  force,  a  mutual  Scale  of  Charges  was 
similarly  agreed,  which  it  is  hoped  will 
eventually  achieve  general  observance.  A 
headnote  states  that  “in  so  far  as  the  scale 
covers  common  ground,  it  accords  with 
that  authorized  by  other  representative 
organizations  of  the  profession.” 

Such  is  also  the  case  over  the  Code,  save 
that  in  our  version  the  clause  prohibiting 
connection  with  other  businesses  than  es¬ 
tate  agency,  surveying  and  auctioneering, 
is  omitted.  (Older  readers  will  remember 
a  principal  bone  of  contention  of  the  1922-3 
Registration  Bill  relative  to  “commercial 
firms,”  which  was  a  main  cause  of  the  In¬ 
corporated  Auctioneers’  foundation.) 

The  remainder  reads: 

I.  Relationship  with  other  Profes¬ 
sions  AND  Occupations. 

a.  No  member  shall  directly  or  indi¬ 
rectly  allow  or  agree  to  allow  any 


person,  other  than  a  member  of 
his  own  profession,  to  participate 
in  his  remuneration, 
b.  No  member  shall  engage  in  work 
recognized  as  being  properly  that 
of  a  solicitor. 

II.  Members’  Responsibilities. 

a.  In  order  that  members  shall  ac¬ 
cept  full  personal  liability  for  ad¬ 
vice  given  to  clients,  they  will  not 
be  permitted  to  convert  their  firms 
into  limited  liability  companies, 
unless  special  circumstances,  ap¬ 
proved  by  the  Council,  exist. 

b.  Members  who  are  principals  will 
be  held  responsible  to  the  Coun¬ 
cil  for  the  acts  of  their  partners 
and  staffs  so  far  as  they  relate  to 
matters  coming  within  the  scope 
of  their  practice. 

III.  Sales  and  Lettings. 

a.  No  member  shall  either  directly 
or  indirectly,  in  writing  or  verb¬ 
ally,  seek  instructions  for  business 
which  he  knows,  or  with  ordinary 
care  could  have  ascertained,  is  in 
hands  of  another  agent:  nor,  in 
other  cases,  without  a  definite  in¬ 
timation  that  if  another  agent  has 
already  been  retained,  instruc¬ 
tions  can  only  be  accepted  from, 
and  as  sub-agent  to,  that  agent. 

A  member  who  seeks  instructions 
to  deal  with  a  property  on  which 
another  agent’s  board  or  notice  is 
exhibited  will  be  deemed  to  have 
disregarded  knowingly  this  in¬ 
junction. 

Reprinted  from  an  article  by  the  General  Secre¬ 
tary  of  the  Incorporated  Auctioneers  and  Landed 
Property  Agents  which  appeared  in  the  Building 
Societies  Gazette  of  I.rOndon,  England,  issue  of 
March,  1936. 


The  Estate  Profession’s  Code  of  Conduct 


191 


Canvassing  by  personal  call  or  by 
telephone  by  a  member  or  one  of 
his  staff  is  prohibited. 

b.  No  member  shall  offer  any  finan¬ 
cial  inducement  to  secure  instruc¬ 
tions,  nor  shall  a  member  charge, 
for  effecting  a  sale,  purchase,  let¬ 
ting  or  taking,  an  amount  of  com¬ 
mission  which  in  the  opinion  of 
the  Council  would  be  unfair  to 
other  members. 

IV.  Surveys,  Valuations  and  work 

OTHER  THAN  SALES  AND  LETTINGS. 

a.  No  member  shall  in  any  circum¬ 
stances  solicit  instructions  in  any 
manner  whatsoever.  This  injunc¬ 
tion  does  not  apply  in  the  case  of 
a  client  for  whom  a  member 
regularly  acts. 

b.  No  member  shall  offer  to  accept  in¬ 
structions  on  the  basis  that  no 
charge  will  be  made  unless  a  suc¬ 
cessful  result  is  attained,  nor  shall 
a  member  undertake  work  for 
charges  which  in  the  opinion  of  the 
Council  would  be  unfair  to  other 
members. 

V.  Advertisements. 

Members  shall  ensure  that  adver¬ 
tisements  and  other  public  an¬ 
nouncements  are  not  such  as  would 
bring  the  Society  into  disrepute. 

VI.  Generally. 

No  member  shall  conduct  himself 
in  such  a  manner  as  to  prejudice 
his  professional  status  or  the  repu¬ 
tation  of  the  Society. 

A  Brief  Analysis 

Looking  over  these  six  short  clauses,  it 
will  be  seen  that  I  (b),  and  II  (b)  are 
really  only  a  re-statement  of  established 
law.  Clause  VI,  or  its  equivalent,  was  to 
be  found  in  the  Charter,  or  Articles  of  the 
respective  organizations  prior  to  the 


Code’s  adoption. 

Neither  Clause  II  (a)  nor  Clause  V  have 
ever  given  much  trouble,  and,  in  general, 
the  members  welcome  rulings  on  matters 
coming  under  these  two  heads.  As  to  the 
latter  (Advertisements)  good  taste  is  the 
criterion. 

No  prejudice  has  been  shown  against 
limited  companies  as  such.  What  an  ap¬ 
plicant  needs  to  show  is  that  his  clients’ 
interests  will  be  as  well,  or  better,  pro¬ 
tected  under  the  new  arrangements. 

There  remain  for  consideration  Clause  I 
(a)  and  the  whole  of  Clauses  III  and  IV. 
They  mean  precisely  what  they  say,  and 
the  wording  is  so  plain  that  interpretation, 
as  applied  to  particular  cases,  is  not  often 
necessary.  In  most  instances  it  is  a  mat¬ 
ter  of  deciding  whether  or  not  X - has 

done  what  is  alleged  against  him. 

There  have  been  one  or  two  points  on 
“own  profession,”  but  obviously  neither  a 
Builder  nor  a  solicitor  come  within  this 
category. 

“Unfair  to  Other  Members” 

So  far  the  Clauses  mentioned  may  be 
considered  as  aimed  chiefly  at  protecting 
the  public,  the  good  name  of  the  profes¬ 
sion  and  of  the  corporate  body  to  which 
the  member  belongs. 

Curiously,  it  is  around  Clauses  III  and 
IV — the  domestic,  self-protective  part  of 
the  Code — that  controversy  centers. 

Put  more  briefly  still  these  are  the  three 
commandments : 

1  Thou  Shalt  not  knowingly  canvass  commer¬ 
cial  business  (i.e.,  Sales  or  Lettings)  which 
is  already  in  the  hands  of  another  agent. 

2  Thou  Shalt  not  canvass  for  professional 
business  (i.e.  Surveys  or  Valuations)-  in  any 
circumstances. 

3  Thou  Shalt  not  unfairly  attract  business  of 
either  kind  by  cutting  charges,  whether  di¬ 
rectly  or  indirectly. 

As  to  the  last,  may  I  emphasize  that  the 
test  applied  is — “Was  it  fair  to  other  mem- 
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bers  of  the  profession  in  the  locality  in 
question?”  Scales  obtainable  still  vary 
considerably  in  different  parts  of  the  coun¬ 
try,  and,  for  example,  the  peculiar  position 
of  Building  Societies  in  this  respect  has 
already  been  officially  recognized  by  the 
four  Councils  concerned. 

Of  Good  Repute 

The  awkward  customer  continues,  of 
course,  to  be  the  “free-lance,”  who  owns 
obedience  to  no  recognized  Institute  or  So¬ 
ciety,  and  is  content  to  do  “that  which  is 
right  in  his  own  eyes.”  This  class  con¬ 
tains,  true,  some  practitioners  who  are 
second  to  none  for  personal  integrity,  and 
glory  in  their  independence.  Alas!  Also 
it  contains  a  large  number  who  flourish 
like  the  green  bay-tree  of  Scripture  for  a 
year  or  two,  and  then  vanish  leaving  a 
trail  of  ruin  behind  them.  Some  serve 


♦  ♦ 


sentences  for  misappropriation  or  fraud¬ 
ulent  conversion,  and  start  up  again  in 
similar  businesses  directly  they  come  out 
of  gaol. 

Whether,  therefore,  the  Code  can  stand 
permanently  unsupported  by  stringent 
statutory  control  that  would  prevent  the 
return  of  undesirables,  is  a  matter  pro¬ 
ductive  of  argument.  There  would  be  far 
less  need  of  legislation,  undoubtedly,  if  the 
main  business-producing  forces  of  the 
country — banks,  accountants,  building  so¬ 
cieties,  insurance  companies,  municipal 
bodies,  solicitors,  and  the  rest — concur  to 
give  the  Code  all  the  backing  they  may.  It 
is  in  their  interest  to  do  so,  for  upon  the 
principles  of  Code  it  should  be  possible,  at 
no  distant  date,  to  build  up  an  intelligence 
service  of  daily  value,  not  only  to  the  busi¬ 
ness  community  but  to  the  public  as  a 
whole. 


* 
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Membership  Roster 

(As  of  July  I,  1936) 


Members  of  the  Institute  of  Real  Estate  Management: 

1.  Are  actively  and  reputably  engaged,  with  a  good  record,  in  the  business  of  real  estate  manage¬ 
ment. 

2.  Segregate  Client's  Funds  in  a  separate  bank  account,  or  accounts,  so  that  they  are  never  co¬ 
mingled  with  funds  belonging  to  the  management  firm. 

3.  Take  no  commissions,  rebates,  discounts,  or  other  benefits,  in  connection  with  the  management 
of  property,  on  the  purchase  of  supplies,  equipment,  repairs,  or  other  services,  except  with  the 
knowledge  and  approval  of  the  owners  concerned.  Itemize  any  such  items  clearly  on  the  owner's 
monthly  statement. 

4.  Maintain  Fidelity  Bonds  on  all  officers  and  all  employees  handling  or  accounting  for  clients’  funds. 

5.  Make  no  charges  to  clients'  accounts  until  bills  have  actually  been  paid. 

6.  Are  members  of  Member  Boards,  or  Individual  Members,  of  the  National  Association  of  Real 
Estate  boards. 


DISTRICT  OF  COLUMBIA 

Washington 

Shannon  &  Luchs  Co.  Frank  .1.  Luchs . 

. 1505  H.  St.,  N.  W. 

Miami  FLORIDA 

The  Keyes  Company,  Kenneth  S.  Keyes . 

. 1.“?  W.  Flagler  St. 

Tampa 

Jay  Hearin,  Inc.,  J.  Ij.  Hearin . 

. Citrus  Kxchange  Bldg. 

West  Palm  Beaeh 

Wagg,  Inc.,  Alfred  H.  Wagg....215  S.  Olive  Ave. 

GEORGIA 

Atlanta 

r»raper-0\vens  Conipan.v,  Prank  C.  Owens . 

. 521  Grant  Bldg. 

ILLINOIS 

Chicago 

Arthur  Bohnen,  Inc.,  Arthur  Bohnen . 

. 35  Kast  Wacker  Drive 

Dayton  Keith  &  Co.,  James  C.  Downs,  Jr . 

. Ill  W.  Monroe  St. 

Harold  H.  Kgan  &  Co.,  Harry  J.  Beeman . 

. 29  S.  Da  Salle  St. 

Parker-Holsman  Companv,  Henry  T.  Holsman 
. 1500  E.  57th  St. 

Swan,  Dorlsh  &  Caspers  Inc.,  Paul  Caspers... 
. 1501  E.  53rd  St. 

Wirtz,  Haynie  &  Ehrat,  Inc.,  Howard  E.  H.aynle 
. 3160  Sheridan  Rd. 

INDIANA 

Indianapolis 

Hall-Hottel  Co.,  Inc.,  M.  I..  Hall . 

. 129  E.  Market  St.  Bldg. 

IOWA 

Des  Moines 

Chamberlain,  Kirk  &  Co.,  Inc.,  Arthur  S.  Kirk 
. 900  Grand  Ave. 

Merle  O.  Milligan  Co.,  Inc.,  Merle  O.  Milligan.. 
. 310  Fourth  St. 

Ottumwa 

Prank  A.  Hilliard,  Frank  H.  Hilliard . 

. I.  C.  I'enney  Bid,". 

Topeka  KANSAS 

■The  Neiswanger  Investment  Co..  David  Xeis- 
wanger  . 115  West  Sixth  Ave. 


KENTUCKY 

Louisville 

Goodman  &  Hambleton,  Inc.  Harry  W.  Good¬ 
man . 6th  FI.,  Douisvilie  Trust  Bldg. 

MARYLAND 

Baltimore 

George  il.  Hampson,  George  M.  Hampson . 

. 10  East  Favette  St. 

MASSACHUSETTS 

Boston 

Robert  A.  Xordblom  Management  Co.,  Robert 
C.  Xordblom . IS  Oliver  St. 

MICHIGAN 

Detroit 

John  A.  Dodds,  John  A.  Dodds . 

. 808  Park  Ave.  Bldg. 

Hannan  Real  Estate  Exchange,  Inc.,  Guy  S. 

Greene  . 144  Lafayette  Blvd. 

Holden  &  Reaume,  Inc.,  Leonard  P.  Reaume.. 

. 2150  Buhl  Bldg. 

Flint 

Kellar,  Murphy  &  Van  Campen.  Geo.  C.  Kellar 

. 304  Sherman  Bldg. 

Lansing 

Advance  Realty  Co.,  C.  R.  Stebblns . 

. 221  X.  f'apitol  St. 

Edward  G.  Hacker,  Edward  G.  Hacker. 
. 228  S.  Capitol  Ave. 

MINNESOTA 

Duluth 

The  Harrison  Co.  Wm.  Harrison,  Jr . 

. 409  Lonsdale  Bldg. 

Hihhing 

The  C.  A.  Xickoloflf  Agency,  Inc.,  C.  A.  Xicko- 
loff  . 2015  Third  Ave. 

Minneapolis 

General  Management  Company,  E.  R.  Price... 

. 131  South  Seventh  St. 

Thorpe  Bros.,  .lames  R.  Thorpe . 

. 519  Marciuette  .\ve. 

MISSOURI 

Kansas  City 

W.  V.  Richuiond,  W.  V.  Richmond .  1 1 4  W.  10th  St. 
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St.  Louis 

Franoisous-Maginn,  Inc.,  Louis  Masinn . 

. 705  Chestnut  St. 

Real  Estate  Management  Co.,  E.  S.  Miller.... 

. 317  N.  11th  St. 

Wenzlick  Sales  &  Management  <lrg.,  I'elbert  S. 

Wenzlick  . 1010  Chestnut  St. 

NEW  JERSEY 

Asbury  Park 

T.  Frank  Appleby  Agencj’,  T.  F.  Appleby . 

. Main  St.  &  Matti.'on  Ave. 

Atlantic  City 

Charles  E.  Fell  &  Co.,  Inc.,  Charles  E.  Fell.... 

. Schwehm  Bltlg. 

Stanley  Atlantic  Realty  Co.,  Edward  D.  tlott- 
lieb  . 1516  Atlantic  Ave. 

Camden 

Wm.  M.  Flinn  Realty  Co.  Inc.,  W'li.  M.  Fliim.. 

. N.  W.  Cor.  6th  &  Cooper  Sts. 

Markeini-Chalmers-Jessup  &  Ludington,  Inc. 

Harrv  Coetz . 4th  At  Federal  Sts. 

Chas.  R.  Myers  &  Co.,  Inc.,  Chas.  R.  Myers  . . . 

. 12  N.  7th  St. 

Xutter  Mortgage  Service,  C.  Armel  Nutter . 

. 101  N.  7th  St. 

Leon  E.  Todd,  Inc.,  Leon  B.  Todd . 

. 2623  Westfield  Ave. 

East  Orange 

Henry  M.  Lesher,  Henry  M.  Lesher . 

. 142  Eaton  PI.  at  Grove  St.  Sta. 

Frank  H.  Taylor  &  Son,  Harry  A.  Taylor . 

. 520  Main  St. 

Elizabeth 

Brown  Realty  Corp.,  Frank  J.  Brown . 

. .....160  Elmora  A\  e. 

R.  J.  Kirkland  &  Son,  R.  Mason  Kirkland.... 

. 125  Broad  St. 

B.  B.  Miller  &  Company,  B.  B.  Miller . 

. 215  Broad  St. 

James  Rosensohn,  Inc.,  James  Rosensohn . 

. Hersh  Tower 

Max  Tieger  &  Co.,  Max  Tieger . 207  Broad  St. 

Hackensack 

Rusch  &  Boyd,  Inc.,  Jos.  L.  Rusch...325  Main  St. 
Ho-Ho-Kus 

Harold  W.  Cheel,  Harold  W.  Cheel . 

. 254  Sheridan  Ave. 

Jersey  City 

Seely  Cade,  Seely  Cade . 26  Journal  Square 

n.  L'.  C.Somers,  I).  E.  C.  Somers..  700  Bergen  Ave. 

Merchantville 

Harry  A.  Willson,  Harry  A.  Willson . 

. Cove  Rd.  &  Wayne  Ave. 


David  Cronheim,  David  Cronheim . 

. 39  Branford  Place 

Harry  J.  Stevens,  Inc.,  Harry  J.  Stevens . 

. 478  Central  Ave. 

North  Bergen 

James  Nolen,  Inc.,  .Tames  Nolen . 

. 940  Bergen  Tur.npike 

Patterson 

Samuel  P.  Voght,  Samuel  P.  Vought..7  Smitli  St. 
Plainfield 

William  G.  McDowell,  William  <-  M'-DoM-ell .  . 

. 152  North  Ave. 

J.  G.  Mulford,  J.  G.  Mulford . 214  Park  .\ve. 

Ro.selle 

Frederick  J.  Sarg,  Frederick  .1.  Sarg . 

. 405  E.  2nd  Ave. 


H 


Teaneck 

Alexander  Summer,  Inc.,  Alexander  Summer.. 

. Queen  Anne  Rd.,  Cor.  Cedar  La 

11.  J.  Tull),  Inc.,  H.  .1.  Tuii> . 399  Cedar  Laii 

Union 

New  Suburb  Development  Co.,  Inc.,  L.  S.  Zehn 
bauer  . 998  Stuyvesant  Av 

Ventnor  City 
Byron  Jenkins,  Byron  Jenkins. 5209  Atlantic  Av 
Westfield 

Elliott  &  Friedrichs,  H.  Clay  Friedrichs.... 
. 108  Elm  S 

NEW  YORK 

New  York 

Herman  A.  Acker  Corp.,  Herman  A.  Acker . 

. 318  E.  Kingsbridge  Road,  Bion 

OHIO 

Cincinnati 

Robt.  A.  Cline,  Inc.,  Robert  A.  Cline.  .35  E.  7th  S 

Theodore  Mayer  &  Bro.  Carl  A.  Mayer . 

. 1515  1st  Natl  Bank  Bid 

The  Fredk.  A.  Schmidt  Co.,  L.  V.  DuBois . i 

. S.  W.  Cor.  5th  &  Main  Stal 

The  Title  Guarantee  &  Trust  Co.,  Lewis  A.  < 
White  . 7th  &  Walnut  Stia 

Cleveland  c 

Land  Title  Guarantee  &  Trust  Co.,  Louis  A.  * 

Moses  . Plain  Dealer  Bld|& 

Carlton  Schultz,  Inc.,  Carlton  Schultz . f 

. 1223  Schofield  Bld^ 

OKLAHOMA  4 

Tulsa  I 

Edward  Watters,  Edw'ard  Watters. 217  Atco  Bldg^ 

PENNSYLVANIA  t 

Philadelphia  i 

Jos.  J.  &  Reynold  H.  Greenberg,  Inc.,  Reynold  1 

H.  Greenberg . 17th  &  Sansom  Sttt 

Albert  M.  Greenfield  &  Co.,  Robert  M.  Wilson.,  f 

. Walnut  &  Juniper  Stii 

Heymann  &  Bro.,  F.  A.  Maher.... 215  S.  Broad  St 

C.  Harry  Johnson,  C.  Harry  Johnson . . 

. Packard  Bldg  ^ 

Cambridge  Realty  Co.,  Stewart  M.  Walker . 

. 738  Fidelity-Phila.  Trust  BIdC|: 

William  I.  Mirkil  Co.,  William  I.  Mirkil . - 

. 1500  Walnut  S 

Priestman-Helmetag  Co.,  Glyndon  Priestman. 

. 18  West  Chelten  Av 

Richard  J.  Seltzer,  Richard  J.  Seltzer . 

. 15th  &  Locust  S 

Williamsport 

Fred  B.  Wetzel,  Inc.  Fred  B.  Wetzel . < 

. 25  W.  3rd  Sd 

TENNESSEE  ( 

Memphis  v , 

Percy  Galbreath  &  Son.  Percy  Galbreath . t. 

. Columbian  Miitual  Towe^ 

Nashville  . 

George  R.  Gillespie  Co.,  Inc.,  J.  B.  Gillespie...! 
. Hitchcock  Bldn 

TEXAS  I 

Amarillo  } 

Askew  &  Brow'll,  W.  A.  Askew  and  J.  Hal  ^ 

Brown  . 605 Taylor  Sti 

Wichita  Falls  I; 

A.  C.  Realty  Compan.v,  A.  C.  Estes . ? 

. 812  Eighth  St| 

WEST  VIRGINIA  * 

Bluefield  | 

Easley-Wilson  Co..  T.  .1.  O.  Wilson.  f 


s 
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